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INTRODUCTION 


This survey was the first national sample survey of personal incomes and 
savings to be made in this country. It should therefore be regarded as an 
experiment as well as a breaking of new ground. Over the course of the past 
50 years, starting with Rowntree’s well-known survey in York, numerous 
attempts have been made to obtain direct and detailed information about 
household income or expenditure; but in every instance these inquiries have 
been limited either to one area—one town or perhaps a group of towns—or 
to one class of the population—usually the working-class. The main pre- 
occupations of those who planned these surveys were either poverty or the 
working-class cost of living; in any case it was generally considered doubtful 
whether other classes of the population would be willing to give information 
about their financial affairs. The focus of interest of the Survey of Personal 
Incomes and Savings is not poverty nor particularly the working class : on 
the contrary, since the principal aim of the survey is to find out about personal 
holdings of liquid assets and personal saving habits, the richer sections of the 
community are of equal or of even greater importance. This survey was 
therefore the first in which a nationwide sample of people of all classes were 
asked for detailed information about their incomes and assets. The data 
collected help to throw light on four major areas of economic research. 

Firstly, the survey provides up-to-date and, within the limits of survey 
technique, reasonably complete information about the distribution of per- 
sonal incomes. All previous discussions of this topic have been based on the 
statistics produced by the Inland Revenue Department which, though very 
valuable, are inadequate in certain respects, notably in that they exclude 
people whose taxable incomes fall below the income tax exemption limit. 
Moreover the Inland Revenue’s published figures are usually about two years 
out of date and this, in a period of rapidly changing money incomes, seriously 
diminishes their usefulness. 

Secondly, the survey provides the first detailed study of the distribution 
of personal liquid asset holdings. This is a subject which has been hitherto 
an almost completely closed book. With the exception of an inquiry under- 
taken on behalf of the National Savings Committee in 1948, the results of 


1 The survey was financed by a grant from the Nuffield Foundation. Detailed acknow- 
ledgments will be found at the end of the paper. 
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which relate only to national savings, no attempt has been made to discover 
the distribution of liquid asset holdings amongst persons. The data provided 
by this survey, even when interpreted with due caution, add considerably 
to our knowledge in this field. In view of the discussion that takes place 
from time to time of the possible effects of the existence of a large stock of 
liquid assets in the hands of the public it is an advantage to know something 
about what types of people are in control of these assets and the degree of 
concentration of ownership. And for those whose business it is to supply 
assets intended for the ‘ small saver’ it should be of interest to discover 
how such assets are in fact distributed. 

Thirdly, the survey provides direct information about personal saving 
activity. Most of total saving in the present day is done by collective agencies, 
such as corporate businesses and the government, and the contribution of 
personal saving to the total is relatively small. But it is not the less important 
for that. The situation can change: in some circumstance there might be a 
rapid increase in the volume of personal saving, as has occurred recently in 
the United States; and in other circumstances there might be a fall in personal 
saving, or a growing tendency to use the savings of the past to supplement 
current income. Since any such changes would have widespread economic 
repercussions the more that can be found out about saving propensities 
and how they are likely to be affected by different causes the better. Much of 
the discussion of this problem has been based on the movements from year to 
year of national income aggregates; but another approach can be made 
through the analysis of survey data on the behaviour of individual families 
and persons. We can consider, for example, how much saving is done by 
people of different occupations, incomes and ages and what forms their 
savings take; what proportion of personal saving is attributable to such 
regular forms of saving as payments for life assurance, pension fund contri- 
butions and the repayment of mortgages; whether the current fall in total 
deposits in the post office savings bank is caused by withdrawals by people 
of a particular sort, and what, if possible, are their reasons for drawing out 
their money at this time. A multitude of questions present themselves, and 
although the survey cannot hope to answer all of them it will provide a much 
needed factual background to the discussion; some hypotheses it will be 
possible to reject, while others will receive sufficient support to justify their 
further consideration. 

The survey data can also be used as the basis for estimates, subject to 
sampling and other errors, of the total volume of personal saving and of its 
component parts. Such official estimates as have been made of this part of 
the national income are admitted to be only broad approximations; in con- 
firmation of which the figures undergo substantial revisions from time to 
time. Consequently, despite the inherent difficulties in making estimates 
by survey methods of an aggregate of this sort, which is the outcome of 
widely varying behaviour by different members of the population, the 
survey’s results are a useful check on estimates derived from other sources 
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The fourth major area of research in which the survey’s results can be 
used is the social and economic structure of the British population. Here we 
have for each head of a family or single adult person in the sample a record of 
social characteristics—such as age, sex, occupation and number of children 
—together with a wide variety of economic characteristics—such as gross 
and net income, asset holdings, rent paid, ownership of a car, a television 
set or other specified durable goods, life insurance payments, membership 
of a pension fund and so on. This mass of information constitutes a rich 
mine of data on a wide variety of problems. It can be used to answer such 
questions as: Who are the poor ? What are the incomes and occupations 
of people living in council houses? How are rents related to incomes ? 
What sort of people belong to national savings groups ? What-sort own cars 
or television sets ? Most of these are side-issues to the main purpose of the 
survey; but many have practical importance as well as an intrinsic interest. 
Some of them will form the subject, at a later stage, of separate studies. 

The purpose of this paper is to introduce a series in which the principal 
results of the national survey will be outlined. This paper is limited to a brief 
description of the methods used and a summary of the general findings. It 
also contains, in an appendix, definitions of the social classifications employed 
in the survey together with tables showing the interrelations between them. 
In subsequent papers three main topics will be explored : (1) the distribution 
of personal incomes; (2) the distribution of liquid assets and other assets; 
(3) personal saving habits. It is also intended to publish a special paper 
giving a detailed description of methods and a discussion of the principal 
methodological problems encountered. 


METHOD 

The survey, which was made in late April and May 1952, extends to the 
whole of Britain but not to Northern Ireland. Nearly 2,600 people were inter- 
viewed in 69 town and country areas. The persons interviewed were the 
heads of ‘ income units ’, a term which must now be explained. 

An income unit is either a single adult person with a separate income or a 
group of persons who pool their income. All single persons of 18 or over are 
treated as separate income units unless they have an income of under {50 
a year and are living with relations; in these rather exceptional cases they are 
regarded as forming part of their relations’ income unit. Married couples 
living together are assumed to pool their incomes—so that each married 
couple forms one income unit—and children under 18 are included in the 
income units of their parents. Thus income units are broadly of the following 
four types: (1) single persons of 18 or over, without children; (2) a few 
single persons, mostly widows, with children; (3) married couples, without 
children; (4) married couples, with children. The head of a single person 
income unit is that person; of a married couple it is assumed to be the 
husband. 


1In the Oxford pilot survey they were called ‘ spending units ’ which is also the term 
used in the American Survey of Consumer Finances. 
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In some households there is only one income unit; in others two or more.* 
The typical household of one income unit is the married couple, with or 
without young children, but otherwise living alone. Some single persons 
also live alone; but the majority live with their relations. The income unit 
whose head is also head of a household is called a primary income unit; the 
others are called secondary income units. 

The sample of income units to be interviewed was obtained in the 
following manner. All the local administrative areas in the country were 
grouped according to region, administrative type and degree of industrialisa- 
tion. Five of these groups, or ‘ strata’, each consisting of one large town, 
were sampled direct. The other 64 strata, which were of approximately 
equal population size, contained varying numbers of administrative areas, 
and from each of them one area was selected by a method which gave each 
area a probability of selection proportionate to its population. Within each 
of the 69 areas so selected a sample of ‘ rateable units ’ was drawn from the 
rating list of the local authority. In this operation larger houses, of £30 
rateable value or over, were deliberately oversampled : their probability of 
selection was five times as great as in the case of smaller houses. Premises 
that were clearly uninhabited or were used for institutional purposes, e.g., 
hospitals, schools, prisons, were then excluded, and the remainder formed 
the list of addresses at which interviews were to be made. Interviewers were 
instructed to try to interview the heads of all income units living in the 
houses on their list, up to a limit of three households in each dwelling. 

The questions asked were for the most part of a rather confidential sort 
and a number of people were unwilling to answer them. About 16 per cent of 
income units, in the population as a whole, refused to help: people in large 
houses were less helpful than people in small houses and people in the 
towns less than people in the country. In addition there were about 9 per 
cent of income units who were not interviewed because they were always out, 
too ill or otherwise unable to be interviewed. The results of this survey, 
therefore, are based on the 75 per cent of the population who were both 
available and willing to be interviewed. Some allowance has been made for 
any bias that may arise from the failure to interview part of the population 
by weighting the survey results according to the response rates in different 
regions, sizes of town and sizes of house (in addition to the normal weighting 
down of the large houses to compensate for their original oversampling). 
To test whether the weighted sample retains any obvious bias the survey 
results have been compared with independent estimates of the distribution of 
the population by age, industry and occupation; the results are generally 
quite close and appear to be within the range of sampling error. 

Apart from possible bias these results are subject to sampling error, 
reporting error and processing error. Some estimates have been made of the 
range of sampling error and are given later. Reporting error can arise both 
in surveys and in complete censuses. It can be due to misunderstanding, 

The definition of a household is given in the appendix. 
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memory failure, inaccurate recording of information and so on. Processing 
errors also can arise in all reseseach work that involves the transcription, 
coding, machining or computing of data. No estimates can be given of the 
possible size of these errors, except to say that all that could reasonably 
be done to avoid them, and to find them if they did occur, has been done. 


GENERAL FINDINGS 

Income 

There are, it is estimated, about 22 million income units in private 
households in Great Britain.1 The average income per income unit in 195 I-52, 
as computed from the survey, is £424. Thus total personal income of private 
households in Great Britain in this period can be estimated to be in the region 
of £9,300 million. This figure is not directly comparable with the estimate 
of aggregate personal income published in the official national income blue 
book : there are diffcrences both in definition and in coverage. The definition 
of income used in the survey includes all cash income, whether taxable or 
non-taxable, received by any member of the income unit. It does not include 
income in kind—e.g., the net annual value of owner-occupied houses, cheap 
coal supplies to coal-miners, and free board and lodging given to domestic 
servants—except in the case of farmers where an estimate was asked for of 
the value of produce consumed in the home. The survey covers only income 
units in private households and it does not include in personal income accrued 
interest on Savings Certificates or the property income of non-profit making 
bodies. 

The estimated distribution of personal incomes is shown in Table I. 


1 There are probably another 2 million income units in institutions of one kind and 
another, including the armed forces. These estimates are derived from the preliminary 
tabulations of the 1951 Census, published in One Per Cent Sample Tables Pari I. The 
published tables do not, unfortunately, give all the information required to make an exact 
estimate and the figure of 22 million must be treated as provisional. 


TABLE 1 


Distribution of Personal Incomes 
(Income units in private households in Great Britain, 1951—52)* 


Percent of Estimated number 


Income befove tax income units of income uniis 
% 000 
7.8 1,710 
#100199 oa 16.2 3,560 
ant e20gwas Gt tit ergs dn RA AP poe 14.2 3,110 
£300—399 ... om a es ae ah 20.6 4,540 
£400—499 ... cas wes ees ae nes 16.0 3,520 
£500—599 ... 9.8 2,160 
£600—699 ... 5.4 1,190 
£700—799 ... spell oO 
£800—999 ... 2.9 ae 
£1000—1499 2.3 oa 
£1500—1999 0.8 ae 
£2000 and over 0.9 
otal: aa 558 Hin aS 100.0 22,000 


1 The income of each income unit relates either to the year ending on the day of inter- 
view, in late April or May 1952, or to the financial year 1951-52. 


374 THE BULLETIN 


It will be seen that 24 per cent of income units, about 5} million income units 
in all, have an income of less than £200 a year. Over half the total number 
have incomes between {200 and £500; about a fifth have incomes between 
£500 and £1,000; and 4 per cent, less than 900,000 in all, have incomes of 
{£1,000 and over. The most frequent level of income, the mode, is in the 
region of £360 and the median income is £357. Half the population have 
incomes above this level and half below. The arithmetic average which, as 
already mentioned, is £424! is greater than the mode because a small number 
of large incomes contribute a large amount to the total. A peculiarity of the 
distribution, which is clearly shown in Chart I, is the occurrence of a second- 
ary mode in the £100-199 group. On a closer examination of the data it is 
found that this secondary mode is in the region of £120 and appears to be 
produced, in the main, by the clustering of social insurance payments for 
married couples, especially retirement pensioners, at about this point. The 
position of this mode is likely to vary in the future according to the decisions 
of Chancellors of the Exchequer on the basic rates of benefit payable for 
national insurance and similar purposes. 
1 The standard error of this figure is estimated to be something less than £12. 


CHART I 
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The year 1951-52 was a year of sharply rising prices and money incomes. 
It is not surprising therefore that half the income units in private households 
reported a rise in income in that year compared with the year before. In 
Table 2 it will be seen that 20 per cent of them, or 44 million, had increases 
of less than tos. a week; 10 per cent, or 24 million, had increases of between 
10s. and {1 a week; nearly the same proportion had increases of between 
£1 and {2 a week; and the remainder, 1} million, had bigger increases. On 
the negative side, it is estimated that about one-eighth of income units, or 
2% million, suffered reductions in income of widely varying amounts. More 
than a third of income units reported no change in income. 

Most of the people who received increased incomes had only small 
increases, while the people whose incomes fell were as likely to suffer a 
large fall as a small one. This seems to be a typical characteristic of changes 
in income, at least in a period such as the present : it is a slow and difficult 
business to climb upwards; the fall, if it comes, is more likely to be swift and 
sudden. 

TABLE 2 


Change in Gross Income 
(Income units in private households in Great Britain, 1950-51 to 1951-52) 


Change in income between Percent of income Estimated number 
1950-51 and 1951-52 units of income units} 
% 000 
Increase of : 
£200 and over 2.0 500 
£100—199 5.0 1,200 
£50—99 9.4 2,200 
£25—49 10.6 2,500 
24 19.5 4,600 
No change ... 35.0 8,200 
Decrease of : 
£1—24... ES 400 
£25—49 2:2 500 
£50—99 3.0 700 
£100—199_.... Sul 700 
£200 and over ose 500 
Not ascertained 6.5 — 
Total 100.0 22,000 


1It is assumed that those whose change in income was not ascertained were distributed 
in the same manner as those whose change was ascertained. 


Analysis of the population by age group shows that younger people more 
often had a rise in income than older people; the incomes of the latter group 
were more inclined to be fixed in amount or to diminish. From the reasons 
given for the changes in income it appears that the more frequent increases 
of younger people, while partly due to their having a greater chance of an 
increased rate of pay than older people, were mainly due to the more frequent 
promotion of younger people to better paid jobs. One reason why older 
people more frequently suffered a fall in income seems to be that they are 
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more prone to short time, unemployment and sickness; another is that they 
more often experience a reduction in the number of earners in the income 
unit, as for example through the death of a husband or the departure of a 
grown up child. 

Analysis by occupation shows that the self-employed have much more 
widely fluctuating incomes than those in employment. This is partly a 
result of the fact that the self-employed are less certain about what changes 
have occurred in their incomes from one year to the next, except when the 
change is large. Therefore they tend to report either no change or a sub- 
stantial one. At the same time it is an obvious fact that the incomes of the 
self-employed do fluctuate more widely than the incomes of people whose 
rates of pay are fixed by contract. Most retired and unoccupied people had 
no change in income but about a quarter of them reported a small rise 
resulting from the increase in retirement pensions. 

Analysis by industry and by occupational status suggests that a greater 
proportion of manual workers in the metals and engineering manufacturing 
industry had increases in pay than of those in other industries; the greatest 
proportion of decreases in income occurred amongst manual workers in 
manufacturing trades other than metals and engineering, e.g. textiles, where 
short time and unemployment was an important cause. 


Change in the Financial Situation of Income Units 


Each person interviewed was asked the following question: ‘ Would 
you say that you (meaning the whole income unit) are better off or worse off 
financially now than you were a year ago?’ In reply to this over half of 
them expressed the view that they were worse off; 29 per cent said they were 
‘about the same’; and 1g per cent said they were better off. In Table 3 
these replies are analysed for various sub-groups of the population. It can 
be seen, for example, that amongst the occupied population the proportions 
vary very little, though there is a slight tendency tur the self-employed to 
hold a worse opinion of their situation than other groups. In sharp contrast, 
and as one might expect, very few of the retired and unoccupied heads of 
income units considered themselves better off financially than a year ago 
and two-thirds of them considered themselves worse off. 

The opinion that a person holds of the change in his financial situation 
compared with a previous date is influenced by various considerations : 
obviously great importance attaches to the change in his money income and 
to the accompanying changes in the prices of the things he buys. In answer 
to questions asking in what ways they were better or worse off, 15 per cent 
of income units said they were better off because of a rise in money income; 
12 per cent said they were worse off because of a fall in money income; but 
the principal reason for feeling worse off was the rising cost of living, and 
this was referred to by 37 per cent of all income units. The association 
between the degree of change in money income and the opinion expressed 
about the change in the income unit’s financial situation is illustrated in 
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TABLE 3 


The Opinion of Income Units on the Change in their Financial Situation 
(percentage distribution) 


Position in Spring 1952 All Number 
Type of income unit compared with a year earlier in 
——— —— sample 


Better | About | Worse 
off | the same off 


All income units 19 29 52 100 2598 

Occupation of head 
Self-employed ots ee oe 17 28 55 100 230 
Managers and technic Ba bai, 22 29 49 100 259 
Clerical and sales ae aie Ss 25 31 44 100 330 
Skilled manual a a: =e 24 28 48 100 807 
Unskilled manual _... si os 21 30 49 100 388 
Retired and unoccupied oF a 5 31 64 100 571 

Change in income from 

1950-51 to 1951-52 
Increase: £100 and over ... oss 48 25 27 100 206 
£25—99 ... sie rie 34 26 40 100 491 
£1—24_... sis = 19 34 47 100 441 

No change aie sine sas ses 8 37 55 100 950 
Decrease we 9 13 78 100 322 
Not ascertained 16 24 60 100 188 

Age of head 
18—24 47 27 26 100 296 
25—34 23 30 47 100 456 
35—44 18 CEH | 55 100 492 
45—54 ... me wan ist dee 15 29 56 100 499 
55—64 ... os ae = 2a 10 29 61 100 382 
65 and over ... a ss Seis 8 35 LY! 100 473 


the second section of Table 3. That there should be a consistent positive 
relationship between the two attributes is not perhaps so remarkable as the 
incompleteness of that association. For example, 9 per cent of the income 
units who had suffered a fall in money income continued to express the view 
that they were better off financially than a year ago while only half the income 
units whose annual income had increased by {100 or more were satisfied 
that they were better off. One reason for this is that the two sets of data 
refer to different time periods: the change in income refers to the difference 
between total money income in the years 1950-51 and 1951-52, whilst the 
opinion about the financial situation refers to the difference in the situation 
at the end of each period. Moreover there are other considerations that 
affect a person’s feelings about his financial situation. Some that were 
mentioned in response to this question were: taxation changes announced 
in the recent budget, the receipt of a legacy or some other windfall and the 
incidence of special expenses. 

The variation in opinions about the financial situation expressed by 
people of different ages, shown in the third section of Table 3, is very striking. 
Nearly half the young people under 25 considered themselves better off; 
in the next age group only a quarter were of this opinion; and from there 
onwards the proportion drops steadily until it is only 8 per cent for those’ of 
65 and over. The young people are clearly a special category: over 40 per 
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cent of them said they were better off because of a rise in income and very 
few of them, only about one in eight, seemed to consider themselves worse 
off on account of rising prices. As will be seen from the appendix tables 
nearly go per cent of this group are secondary units living with their relations 
and a similar proportion are single persons. This sort of person is not so 
directly affected by rises in the cost of food and other household expenses. 

As already mentioned 37 per cent of income units referred to the rising 
cost of living as a reason for being worse off. People in conurbations com- 
plained about the cost of living more frequently than people in other urban 
areas or in country areas; and people with dependent children more than 
those without dependent children. In general the more dependent children 
there were in the income unit the greater the tendency for the head of the 
income unit to feel that they were worse of financially than a year ago. It 
seems that the rise in prices during 1951-52 . fected people with children 
more severely than those without children. 


Income Expectations 


People were also asked : ‘ In the coming year do you expect your income 
to be larger, about the same or smaller ?’ The answers to this question show 
very similar trends to those found in the records of past changes of income. 
Altogether 27 per cent of income units expected their incomes to be larger, 
55 per cent about the same, 11 per cent smaller and 7 per cent were unable to 
say one way or the other. The younger age groups were more optimistic 
than the older ones: half the heads of income units aged under 25 expected 
an increase, a third of those aged 25-34, a quarter of those aged 35-44 and 
18 per cent of those aged 45 to 64. However amongst those aged 65 and over 
24 per cent expected an increase; this expectation was based in almost all 
cases on the promised rise in retirement pensions. 

When income expectations are analysed for different income groups it is 
found that in general those with low incomes less often expect either an 
increase or decrease in income than those with higher incomes. For example, 
19 per cént of the people with incomes of {200-399 expected an increase in 
pay compared with 25 per cent of those with {£1,000 and over; at the same 
time only 6 per cent of the former expected a fall in rates of pay against 15 
per cent of the latter. 

There is some association between the change in income of a particular 
income unit in the past year and its expectation for the coming year; but not a 
great deal. One-third of those who had an increase last year expected 
another increase in the coming year against 8 per cent who expected a fall; 
while amongst those whose incomes fell last year 22 per cent expected a rise 
and 20 per cent expected a further fall, Ten per cent of these latter were 
uncertain in their expectations compared with 6 per cent of the former. It 
seems that there are various cross-currents in income changes from year to 
year: on the one hand there are general trends in an upward or downward 
direction, as for example the younger age groups moving up and the older 
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ones moving down; on the other there are individuals, especially the self- 
employed, whose incomes fluctuate widely from year to year. The influence 
of the trend is to encourage people to believe that what happened last year 
will happen again in the coming year, while people in certain occupations or 
subject to other special influences believe that if last year was a bad year 
next year will be better, or vice versa. 


Personal Holdings of Liquid Assets 


Table 4 shows the distribution of personal liquid asset holdings. The 
liquid assets included are deposits in the post office savings bank, trustee 
and other savings banks and joint-stock banks; Savings Certificates (valued 
at purchase price) and Defence Bonds; and shares and deposits in building 
societies and co-operative societies. Personal holdings of currency are not 
included. 

TABLE 4 


Personal Liquid Asset Holdings 
(Income uniis in private households in Great Britain, Spring 1952) 


—_——_— | 


Total liquid Group Percent of Cumulative Estimated 
assets interval income units percent) number of 
Sbring 1952 in each income units 
each group in each group 

£ % % "000 

Nil ie ese ee 0 31.9 31.9 7,050 

Z1—9 ... es es. 10 13.3 46.6 3,200 

£10—19... 352 aS 10 5.3 D2s3 1,250 

£20—29... <3 = 10 3.7 56.4 900 

£30—39... sc ost 10 3.1 59.8 750 

£40—49... Eas se 10 2.1 62.0 500 

£50—59... Ses nae 10 3.0 65.3 700 

£60—79... Se se 20 2.7 68.3 650 

£80—99... a bee 20 23 70.9 550 

£100—149 ee ae 50 55 76.9 1,300 

£150—199 as aes 50 2.6 79.8 650 

£200—299 = see 100 4.3 84.5 1,050 

£300—499 oe see 200 4.3 89.2 1,050 

£500—749 es sae 250 3:5) 93.0 850 

£750—-999 ak a 250 Ey 94.9 400 

£1,000—1,999 ss 1000 2.8 97.9 700 

£2,000 and over a — 1.9 100.0 450 
Not ascertained bee —_ 6.0 — — 

Total foc ae a 100 100.0 22,000 


1In these two columns the people whose assets were not ascertained have been dis- 
tributed amongst those who had assets and disclosed their amount. 


The most striking feature of this table is that some 32 per cent of income 
units, amounting to 7 million cases, have no liquid assets at all; nearly half 
of them have less than {10 and over half have less than £20. From this 
point onwards the distribution is widely dispersed, with comparatively small 
numbers falling in each group. The distribution of those with assets, who 
themselves are only two-thirds of the total, is illustrated in Chart 2; but 
because of the peculiar shape of the distribution only those with less than 
£150 are represented. The remainder, constituting about a third of those 
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with assets, occupy a very long and slowly diminishing tail which stretches 
for more than 100 times the distance illustrated here. 


CHART II 


DISTRIBUTION OF LIQUID ASSET HOLDINGS 


Percent 
of those 
who have 
Assets 


Income Units in Private Households 
in Great Britain 
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1 The chart shows the distribution of those with assets of less than £150. Those with 
assets of £150 and over, who are about a third of the total, are distributed in a long tail 
stretching to the right. 


It is clear from a comparison of Chart 2 with Chart 1 that liquid assets 
are far more unequally distributed than incomes. This is reflected in the 
fact that the top 10 per cent of liquid asset holders, who are those with more 
than {500 each, hold between them some three-quarters of the total. 

The average liquid asset holding of income units owning assets is estimated 
at £325, from which we compute an estimated total for all income units in 
private households of about £5,000 million. In view of the widely dispersed 
nature of the distribution this estimate is not very accurate: the standard 
error is probably of the order of 10 per cent. 

There seems little doubt that the volume of liquid assets in private hands 
is a factor influencing spending and saving; but much depends on what sort 
of people hold the assets and in what proportions. One broad fact that 
emerges at this stage is the high degree of concentration of ownership of 
1 The occasional irregularities in the distribution, as for example the clusters occurring 
in the groups immediately above £50 and £100, may reflect a real tendency for people to 


keep a round sum of this sort as a more or less permanent reserve; but it may also be due 
to people reporting rounded sums when in fact the amounts are more randomly distributed. 
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liquid assets. A full examination of the structure of asset holdings and of 
the distribution of assets amongst different sections of the population will 
be made in the third paper of this series. 


Personal Saving 


Table 5 shows the percentage distribution of income units according to 
their total saving in the year 1951-52; and the estimated number of income 
units who saved or dissaved various amounts. The personal saving of each 
income unit is made up of a number of different components : the net change 
in liquid asset holdings; net change in other assets and liabilities; premiums 
paid for life assurance; contributions to pension funds; repayments of mort- 
gages. Each component was measured directly and the total obtained by 
summation. 

TABLE 5 


Distribution of Total Personal Saving 
(Income units in private households in Great Britain, 1951-52) 


Amount saved or dissaved Percent of income Estimated number of 
in 1951-52 units income units) 
%, 000 
Saved : 
£200 and over 22 500 
£100—199 2.7 600 
£50—99 6.1 1,400 
£25—49 9.6 2,200: 
£1—24... 33.8 7,700 
No saving or dissaving 13.3 3,000 
ved : 
£1—24... 12.0 2,700 
£25—49 6.6 1,500 
50—99 4.6 1,000 
£100—199 ee Ss 800 
£200 and over 2.6 600 
Not ascertained... 3.2 — 
Total ... S55 = “ae 100.0 22,000 


1 It is assumed that those whose saving was not ascertained were distributed in the same 
manner as those whose saving was ascertained. 

A large number of income units saved a small amount each during the 
year: over a third saved something between {1 and {24. Many of these 
small amounts take the form of life assurance premiums. Amounts of £50 
or over were saved by only 11 per cent of income units. On the side of 
dissaving, there was a smaller proportion who dissaved in a small way but 
about the same proportion dissaved heavily (£50 and over) as saved heavily. 
The average saving of all income units was about £3 158. per income unit; 
which represents an aggregate personal saving by 22 million income units of 
about £80 million.? ; ; 

The definition of personal saving used in the official estimates of national 
income embraces certain elements that are not covered by the survey— 
especially accrued interest on Savings Certificates and employers’ contri- 

1 The standard error of this figure is estimated to he something less than £80 million. 
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butions to pension funds. The items not covered by the survey amount to 
nearly ¢200 million in all: and the survey’s estimate of £80 million is 
therefore equivalent to total personal saving of over £250 million on the 
definition of personal saving used in the official figures. A strict comparison 
of this estimate with the figure of £98 million shown in the national income 
blue book! is not possible because of differences in time periods and in the 
population covered. It is difficult to guess what may be the effect of the 
difference in population coverage, i.e., whether the people living in non- 
private households are likely to save more or less than those living in private 
households, and whether people in Northern Ireland save more or less than 
people in Great Britain; but about the effect of the time-period difference 
there can be little doubt. The official figures refer to the calendar year 1951, 
the survey figures approximately to the financial year 1951-52. In the latter 
period the first quarter of 1951 is replaced by the first quarter of 1952, and 
since personal spending was at an exceptionally high level in the first quarter 
of 1951 it is very probable that personal saving in 1951-52 was greater than 
in 1951. 

It must be remembered, however, that neither the official figure nor the 
survey figure can claim any large degree of accuracy in its own right: the 
official figure is well-known to be ‘ precarious’ because of its derivation by 
the indirect method of subtracting estimated personal expenditure from 
estimated personal disposable income; the survey estimate, though obtained 
directly for each income unit, may be subject to biases which would make it 
consistently too high or too low; and it is certainly subject to sampling error. 
The sampling error alone is fairly large, and the estimate arrived at above for 
total saving by private households of £250 million is not jnconsistent with a 
true figure for Great Britain of as little as £100 million or as much as {£400 
million. 

The net balance of an individual person’s saving in any period is the 
resultant of many separate acts of saving and dissaving. Some of these are 
purely random or seasonal fluctuations which level themselves out over the 
course of time. But even when we take the balance of each person’s account 
at the end of a year, as is done in this survey, we find a very large number of 
people whose net balance for the year is either positive or negative. It would 
be interesting to know for how many people this annual change represents a 
long-term trend in their saving behaviour and for how many it is a purely 
accidental effect due, for example, to a temporary rise or fall in income or to 
the clustering of expenditure in a particular period, as when a car is bought 
in one year but will be expected to last for several years. This question will 
be considered further in the fourth paper of this series. Meantime it should 
be noted that our estimate of personal saving of £80 million is the net result 
of very large positive and negative amounts: people who saved during the 
year saved altogether £620 million, or about £50 each on the average; 
people who dissaved drew out £540 million, or £81 each on the average. 
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APPENDIX 
THE SOCIAL CHARACTERISTICS OF INCOME UNITS 


The tables printed in this Appendix are designed to give background 
information about the social characteristics of income units: their distri- 
bution by age, sex, occupation and industry; the number of persons they 
contain; the number of dependent children they support; and so on. These 
characteristics are also considered in relation to one another and to others, 
such as place of residence and income group. Each table shows the percentage 
distribution of a given characteristic in the population as a whole and within 
various sub-groups that are likely to show differences. In some cases the 
distribution of two characteristics appear in a reciprocal relation : for example, 
the distribution of Age of Head by Sex of Head, which occurs in Appendix 
Table 1, shows the proportion of the male heads who are 18 to 24, while the 
distribution of Sex of Head by Age of Head in Appendix Table 2, shows 
the proportion of those aged 18 to 24 who are males. 

A study of these tables, in addition to being of interest for its own sake, 
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assists in the interpretation of the various analyses that will be made in this 
series of papers. It is clear, to take examples at random, that most of the 
retired and unoccupied are aged 65 and over; that most of the 18 to 24’s 
are single persons; and that a large proportion of the ‘ clerical and sales ’ are 
females. Some of the relationships are obvious; others not so. In any case, 
empirical verification of the judgements of commonsense is useful, and the 
measurement of the actual size of the various proportions is necessary for the 
proper interpretation of the economic data obtained in the survey. 

The following notes and definitions will help to explain the terms 
employed : 


Age of Head 
In the case of a married couple this is the age of the husband. 


Sex of Head 

All married couples have male heads. Income units with female heads 
are single, divorced, separated or widowed women. Some of them have 
dependent children. 


Occupation of Head 

The occupation of the head was recorded in as much detail as possible. 
Later the forms were coded and occupations were classified according to the 
following criteria. 


Occupation Definition or description of types of occupations 
Group included 
Self-employed. Employers and those in business or professional practice 
on their own account, including farmers. 
Managers and Managers, professional, administrative and technical 
technical. employees, and senior office supervisors; works foremen 


but not shop foremen or charge-hands. 

Clerical and sales. Office workers (including lesser office supervisors), shop 
assistants and lesser shop supervisors, salesmen, 
inspectors. 

Skilled manual. Persons engaged on work which requires special training 
or acquired skill, or responsibility for a process or oper: 
ation; includes shop foremen and charge-hands; also 
semi-skilled improvers and apprentices. 

Unskilled manual. Persons whose occupation could be performed without 
vocational training, acquired skills or any considerable 


degree of knowledge. 
Retired and All not gainfully occupied, including housewives 
unoccupied. students and unemployed. 


The difficult task of dividing manual workers into skilled and unskilled 
categories was performed with the help of a special code book designed by 
the Social Survey. The division is inevitably somewhat arbitrary. 
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Industry of Head 


Industries were grouped, on the basis of the Standard Industrial Classi- 
fication, as follows : 


Industry Group Order Nos. 
Agriculture, horticulture and fishing I 
Mining and quarrying 2 
Manufacture—metal and engineering 5—9 
Manufacture—other 3, 4, 10-16 
Building and contracting 17 
Gas, water and electricity 18 
Transport and communications 19 
Distribution 20 
Professional, financial and other services 2Tf2gP24 
Public administration and defence 22 


Number of Dependent Children 
Dependent children are defined as children of under 18 who do not go 
out to work. 


Position in the Household 

A household consists of a group of people who live in the same dwelling 
and share in the same housekeeping unit. ‘ Boarders,’ who receive one or 
more meals a day from the housewife, form part of the household. ‘ Lodgers,’ 
who rent accommodation but do their own cooking, are counted as separate 
households. 

The head of the household is the head of the income unit which owns or 
rents the accommodation, i.e., the primary income unit. Other income 
units—relations, boarders or employees forming part of the household— 
are secondary income units. 


Region 
The standard regions of the Registrar-General were grouped as follows 
Group Standard Regions 

Scotland. Scotland. 

North of England. Northern. 
East and West Ridings. 
North Western 

Midlands and Wales North Midland. 
Midland. 
Wales. 

South of England Eastern. 
London and South Eastern. 
Southern. 


South Western. 
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Size of Town 

The conurbations are those defined by the Central Statistical Office. A 
list of the administrative areas embraced by them is given in Census 1951, 
One Per Cent Sample Tables, Part I, p. xvii. 

The other urban areas are County and other Boroughs and Urban 
Districts in England and Wales, and Cities and Burghs in Scotland, apart 
from those included in conurbations. 

Rural areas are Rural Districts in England and Wales and Landward 
Areas in Scotland, apart from one of two included in conurbations. 


Number in Sample 

This refers to the number of income units of the various types actually 
obtained in the sample. Since the sample included a disproportionate number 
of income units from larger houses, and also because of certain variations 
in the response rate between areas, the proportion of units of any particular 
type in the sample may differ from the estimated proportion of such units 
in the population. The population estimates are obtained by weighting the 
sample results so as to compensate for variations in the effective sampling 
rates. 
Symbols Employed 

— = nil. * = less than a half of one per cent. 
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APPENDIX TABLE 1 


Age of Head of Income Unit 
(percentage distribution) 


Age of head 
Type of income unit 78— 25— 35— 45- 55- 
24 34 44 54 64 

All income units eel anes 18 19 19 14 
Sex of head 

Male ... bas St 9 21 22 20 14 

Female S38 sat 21 10 9 16 16 
Occupation of head ee 

Self-employed sce = 12 26 31 19 

Managers and technical| 3 24 29 25 17 

Clerical and sales ...| 31 23 20 15 10 

Skilled manual ASH lattes! Be} 26 23 21 1l 

Unskilled manual ...| 14 16 20 25 18 

Retiredand unoccupied| 3 3 3 8 18 
Position in household 

Head of household ... 1 16 22 23 18 

Younger relative ...| | 52 27 12 ef, 1 

Older relative... eof 2 1 1 13 

Boarder sds AA lene? 5 24 6 7 21 

Employee _..... ie 23 12 8 PA 21 
Total income 

Under £200 ... cae | 20 5 5 i] 14 

£200—399__.... |" 18 20 17 19 15 

£400—599__..... cer ees: 26 27 24 iS 

£600—999_... coef + 25 31 25 12 


£1000 and over veel 7 26 37 17 


All 


100 


100 
100 


100 
100 
100 
100 
100 
100 


100 
100 
100 
100 
100 


100 
100 
100 
100 
100 


Number 
in 
sample 


2598 


1918 
680 


230 
259 
330 
807 
388 
571 


1919 
519 
85 
38 
37 


608 
813 
636 
346 
195 


388 
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APPENDIX TABLE 2 


Sex of Head of Income Unit 


(percentage distyibution) 


Type of income unit 


All income units... 
Age of head 


18—24... 
25—34... 
35—44... 
45—54... 
55—64... 

65 and over 


Occupation of head 


Self-employed 
Managers and technical 
Clerical and sales 
Skilled manual 
Unskilled manual : 
Retired and unoccupied 


industry of head 


Agriculture, horticulture and sass 

Mining and quarrying 

Manufacture—metals and engineer- 
ing aot sed 

Manufacture—other 

Building and contracting 

Gas, water and electricity 

Transport and communications 

Distribution ... sat sea Se 

Professional, financial and other 
services... 

Public administration and defence. 

Retired and unoccupied 


Position in household 


Head of household 
Younger relative 
Older relative... 
Boarder 

Employee 


Total income 


Under £200 
£200—399 
£400—599 
£600—999 
£1000 and over 


Sex of head 
M ale Female 
75 25 
58 42 
87 13 
88 12 
79 Ze 
74 26 
60 40 
90 10 
87 13 
60 40 
93 7 
76 24 
45 55 
91 9 
99 1 
93 7 
78 22 
98 2 
96 - 
93 7 
74 26 
32 38 
‘2 18 
45 55 
83 17 
57 43 
33 67 
77 23 
15 85 
38 62 
76 24 
96 4 
97 3 
98 Z 


Number 
mn 
sample 


2598 


296 
456 
492 
499 
382 
473 


230 
259 
330 
807 
388 
571 


109 
89 


299 
342 
156 

42 
192 
238 


385 
129 
571 


1919 
519 
85 
38 
= 


608 
813 
636 
346 
195 


~ =” 
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APPENDIX TABLE 3 ; 
Occupation of Head of Income Unit (percentage distribution) 


Occupation of head 


Mana- Re- Number 
Type of income unit Self- | gers | Cleri- |Skilled| Un- | tived | All in 
em- | and |cal & | man- | skilled| & un- sample 
ployed) tech- | sales | ual | man- | occu- 
nical ual | pied 
All income nits 6 6 12 37 17 22 100 2598 
Region 
Scotland 6 4 9 40 21 20 100 317 
North of England 6 4 11 39 14 26 100 612 
Midlands and Wales 6 7 10 43 15 19 100 532 
South of England i 8 14 31 19 21 100 1137 
Size of town 
Conurbation 5 7 14 36 18 20 100 964 
Other urban 6 5 12 37 AT 23 100 1167 
Rural “t 11 6 8 40 16 19 100 467 
Industry of head: 
Agriculture, horticulture 
and fishing as asl) 28 3 1 32 36 — 100 109 
Mining and quarrying ...| — 1 1 79 19 — 100 89 
Manufacture—metals and 
engineering . $c 3 8 7 71 11 —_ 100 299 
Manufacture—other EA Z 6 6 61 25 — 100 342 
Building and contracting | 11 5 4 62 18 —_ 100 156 
Gas, water and electricity} — 2 14 39 45 — 100 42 
Transport and communi- 
cations aoe ae 3 3 15 46 33 —_ 100 192 
Distribution a 25 3 54 11 ri, -— 100 238 
Professional, financial and 
other services ... 13 23 18 19 25 _ 100 385 
Public administration and 
defence . ie i 14 31 26 29 — 100 129 
(a ee 
APPENDIX TABLE 4 
Industry of Head of Income Unit (percentage distribution) 
Regions 
All Mid- 
Industry income North of | lands | South of 
units |Scotland| England| and England 
Wales 
Agriculture, horticulture and fishing 4 3 3 5 > 
Mining and quarrying 4 2 7 9 
Manufacture—metal and engineering 13 11 11 18 11 
Manufacture—other = 14 19 16 10 14 
Building and contracting ... ae ate 6 o 6 6 6 
Gas, water and electricity te See Ze Ht 2 2 2 
Transport and communications oa 9 10 7 i 10 
Distribution ; 8 8 10 8 8 
Professional, financial and other services. 11 ug 7 1i 14 
Public administration and defence 5) 5) 4 4 7 
Unclassified . Bee a See Pe 1 1 1 2 
Retired and unoccupied mee aus ae 22 20 26 19 21 
All income units ee ae ade 100 100 100 100 100 
1137 


Number in sample Be cae ...|¢ 2998 317 612 532 


mn | | ere erm 
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APPENDIX TABLE 5 


Number of Persons in the Income Unit 
(percentage distribution) 


—$—$—$—$<—<—$} —_——_—_ —_——— 


Number of persons in income unit 


oe ee ee Number 
Type of income unit One | Two | Three| Four | Five |Sixor| All in 
more sample 
All income units 37 27 17 12 5 2 100 2598 
Age of head 
18—24 89 7 3 1 * — 100 296 
25—34 28 15 29 18 Zi} 3 100 456 
35—44 14 16 7A) 26 9 8 100 492 
45—54 20 31 2S 16 7 3 100 499 
55—64 32 56 8 2 2 FY 100 382 
65 and over 56 41 3 bs — _ 100 473 
Sex of head 
Male 21 34 21 15 6 3 100 1918 
Female .. bes 88 i 3 1 1 —— 100 680 
Occupation of head 
Self-employed Scje Le 39 27 14 4 2, 100 230 
Managers and technical 18 25 25 21 8 3 100 259 
Clerical and sales... Gy: 21 12 aE 3 1 100 330 
Skilled manual 25 27 22 16 6 + 100 807 
Unskilled manual oa | ae 27 15 ual a 3 100 388 
Retired and unoccupied...| 62 31 4 1 a a! 100 571 
Total income 
Under £200 78 20 2 - be 100 608 
£200—399... 42 25 18 10 4 1 100 813 
£400—599... Ad 34 21 22 7 5 100 636 
£600—999... ee 7 31 29 17 9 a 100 346 
£1,000 and over ... 6 45 25 15 8 1 100 195 
Position in household 
Head of household 19 35 21 15 6 4 100 1919 
Younger relative 87 6 5 2 * a 100 519 
Older relative 96 4 _ — _ — 100 85 
Boarder 96 4 — — — — 100 38 
Employee 95 5 _ _ _ — 100 37 


| —_—$_—— | |} |} | 
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Type of 
income unit 


All income «nits 

Age of head 
18—24 
25—34 
35—44 
45—54 
55—64 Ree 
65 and over 

Sex of head 
Male 
Female 


Occupation of ‘head 


Self-employed 
Managers and 
technical 


Clerical and sales 5 


Skilled manual 


Unskilled manual ; 


Retired and un- 
occupied 
Total income 
Under £200 
£200—399 ... 
£400—599 
£600—999 ... 
£1000 and over 


APPENDIX TABLE 6 


Number of Dependent Children in Income. Unit 


(percentage distribution) 


Number of dependent children 


SF) Ss, )s Number 
None One Two Three | Four or All in 
more sample 
65 17 12 4 2 100 2598 
95 4 it * — 100 296 
41 29 20 7 3 100 456 
30 28 26 10 6 100 492 
54 25 14 5 2 100 499 
92 6 i 1 > 100 382 
98 2 * — — 100 473 
57 21 14 5 3 100 1918 
90 6 {3 1 * 100 680 
Sy 25 ¥3 4 1 100 230 
44 25 20 8 3 100 259 
71 14 12 2 1 100 330 
53 23 15 6 3 100 807 
65 16 11 5 3 100 388 
91 5 2 1 1 100 571 
95 4 1 Le — 100 608 
67 18 10 4 1 100 813 
47 22 21 6 4 100 636 
42 29 15 9 5 100 346 
55 23 13 8 1 100 195 


| I | | 


392 


Type of income 


unit 


All income units 

Age of head 
18—24 
25—34 
35-44 
45—54 
55—64 
65 and over 

Sex of head 
Male 
Female 


Occupation of ‘head “s 


Self-employed 
Managers and 
technical 


Clerical and sales P 


Skilled manual 


Unskilled manual . : E 


Retired and un- 
occupied 
Total income 
Under £200 
£200—399 ... 
£400—599 ... 
£600—999 ... 
£1000 and over 


Heads 
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APPENDIX TABLE 7 


Position of Income Unit in the Household 
(percentage distribution) 


Secondary units 
of house- |, | —__ _ Number 
holds | Younger| Older | Board- Em- All in 
(primary|  rela- vela- ers ployees sample 
units) tives tives 

74 Pes 3 1 1 100 2598 

8 88 — 3 1 100 296 
67 31 we 2 a 100 456 
86 13 _ 1 100 492 
91 8 ~ 1 100 499 
92 2 3 2 1 100 382 
83 2 13 1 i 100 473 
81 16 1 2 * 100 1918 
52 37 8 1 2 100 680 
93 5 i 1 —_ 100 230 
87 at — 2 — 100 259 
50 47 1 Z, _ 100 330 
74 23 1 2 s 100 807 
71 24 al 1 3 100 388 
80 7 pat 2 * 100 571 
59 28 10 1 2 100 608 
66 31 1 2 be 100 813 
89 10 — 1 * 100 636 
91 8 ~ 1 — 100 346 
98 2 > _ — 100 195 


SS 
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THE PARADOXES OF 1952 


INTRODUCTION 


Economic developments in 1952 have been, on the face of it, very difficult 
to reconcile. The figures in the trade returns had certainly not prepared us 
for a surplus in the balance of payments, and this surplus seems, in any case, 
hard to reconcile with falling industrial production, particularly if one takes 
into account rising expenditure on rearmament and the increased rate of 
building, whilst living standards have not greatly fallen. Moreover the fall 
in industrial production seems to have had surprisingly little effect on employ- 
ment. 

The major economic changes can be summed up in the following table 
showing progress over the four quarters of 1951 and the first two quarters 
of 1952 :— 


1951 1952 
I II Ill IV i Il 
WY SS Cee, 
Balance of Payments! ({m.) sxe —71 —394 +24 (Prov) 
Value of Building work ({m.) ee oes 347 364 371 381 397 
Personal Consumption ({m.) eT VAR 2460 2520 2580 2410 2570 
Index of Industrial Production 
(1948=100) ... = eel 1S, 120 TA 119 120 112 
Total in employment® (m.) Se PIAL 23.1 23:2 23.2 23.0 23.0 


The purpose of this paper is to examine first the technical paradox : how 
can one reconcile the trade returns with the balance of payments ? Secondly, 
we shall try to account for the maintenance of employment. Thirdly, we 
shall try to reconcile the apparently inconsistent changes in the volume of 
output on the one hand, and in the uses of output on the other. 


(1) THE BALANCE OF PAYMENTS 

The trade returns had indicated a mild improvement of {£185m. in our 
visible deficit, but the Balance of Payments White Paper shows an improve- 
ment of £359m., almost eliminating the deficit. If we ask ourselves why the 
two sources show such different developments, we find that the Board of 
Trade figures suggest both a smaller reduction in imports and a smaller 
increase in exports than the White Paper shows for the first six months.* 
Let us look at these differences in turn. 


IMPORTS 
On the basis of figures for 1950 and 1951 we would have expected in.ports 
in the White Paper to be about a tenth lower than those shown in the trade 
returns, largely because the former are valued f.o.b., whilst the latter are 


1 Excluding defence aid. , E 

2 This series is not seasonally corrected, and the fall in the third quarter can largely be 
attributed tu the effect of holidays in that quarter. 

3 Total in civil employment plus H.M. Forces. _ i 

4 We should certainly have estimated a deficit in the balance of payments for the six 
months by applying our usual adjustments to the trade returns. Fortunately for us, the 
National Income Blue Book appeared so late that, before we had prepared our estimates of 
national income components for each quarter, the Balance of Payments White Paper had 


been published. 
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valued c.i.f. (i.e. including insurance and freight charges). Actually for the 
first half of 1952, f.o.b. imports were much lower than we would have 
expected, in fact about a sixth lower than the c.i.f. imports. The relation 
between them has moved as follows :— 


Imports (c.i.f.) in the trade returns as percentage of imports (f.0.b.) im the White Paper 
for each half-year 


1949 1950 1951 1952 
I II a II T II I 
117 114 112 110 113 111 119 


Since there was no sharp rise in shipping freights early in 1952, the apparent 
jump in the margin for insurance and freight is very hard to understand, and 
comment on the White Paper’s estimates has been confused. The truth is 
partly that the size of the rise in the ‘ c.i.f. margin’ is a statistical illusion, and 
partly that the actual rise, which is much smaller, can be explained without 
invoking a hypothetical and unlikely increase in freight rates. 

The statistical illusion arises as follows. The trade returns show actual 
arrivals of imports,! whilst the White Paper’s estimates refer to change of 
ownership; and, in the White Paper’s words, ‘it is known that, for a large 
proportion of U.K. imports, this change in ownership occurs in the country 
of origin (either before or at shipment)’. Suppose that a consignment is 
purchased abroad by British buyers in June, and arrives at a United Kingdom 
port in July: then it will be included in White Paper’s estimates for the first 
half year, but it will not appear as an ‘import’ in the trade returns until 
July. The trade returns for the first half-year refer to goods which actually 
changed ownership in the period (say) December-May. Now in a period of 
falling imports, this collection of goods which arrive in January-June will 
be larger than those which change hands in January-June (and arrive in the 
period February—July), because the arrivals in July will be less than those in 
January. The White Paper’s estimates of imports for the first half-year refer 
therefore to a later collection, and thus a lower collection, than do the trade 
returns for the first half-year. A comparison of estimates from the two 
sources will therefore show a ‘ c.i.f. margin’ which is greater than the actual 
margin on the goods covered by the White Paper’s estimates. 

It is hard to say how long the average delay is between change of ownership 
and arrival in the U.K. About half our imports come from Africa, Asia or 
Australia, and the delay for them must be at least a month; about a quarter 
come from Europe, on which the delay can only be a matter of days; and 
about a quarter come from America, with a delay of a fortnight or so. 
The average delay is therefore hardly likely to be less than a fortnight or 
more than a month. If we take three weeks, and compare the White 
Paper’s estimates with arrivals of imports three weeks later, obtained 
from the trade returns by interpolation, we get the following estimates : 


1 This is not strictly quite exact. The notes to the Trade and Navigation Accounts sa 
that ‘ particulars in respect of imported goods are allowed to be given by importers or hex 
agents at any time within 14 working days after the arrival of the ship . . . Such particulars 
may also be accepted before a ship actually arrives.’ But this is hardly likely to be an 
important discrepancy in practice. 
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Imports (c.t.f.) in the trade returns lagged 3 weeks, as percentage of imports (f.0.b.) in the 
White Paper 
1949 1950 1951 1952 
I II I 


che II II I 
117 115 111 114115 111 116 
The margin for the first half of 1952 no longer looks very different from other 
recent margins. 

Can we explain the fluctuations in the margin which are still left after 
allowing for a lag ? Since insurance rates are based on the value of the cargo, 
and in any case are relatively small, the explanation must be sought in changes 
in shipping charges. Different sorts of imports have very different margins, 
and the average margin will be raised if, ceteris paribus, there are more 
imports which are heavy, bulky, or from a distance. An imported commodity 
which costs little per ton (f.o.b.), but comes a long way, may have a cif. 
margin of over 100 per cent : on precious metals from the Continent it may 
only be 1 or 2 per cent. The composition of imports does of course change 
considerably, but these changes will not affect the average c.i.f. margin much 
unless they are predominantly towards heaviness, bulk or long hauls (or, 
of course, towards lightness, etc.). The most important single influence on 
the margin will, therefore, usually be general changes in freight rates. But 
these will not affect the percentage margin so long as they are matched by 
corresponding changes in f.o.b. prices. What would change the margin 
would be a change in shipping rates relative to commodity prices. 

In 1949-50, import prices tended to rise more rapidly than freight rates, 
which may have fallen, thus reducing the margin. But at the end of 1950 
tramp freights, and then liner freights, rose sharply, more rapidly than 
import prices, thus raising the margin—which will also have been increased 
by imports of coal from the United States. The fall in 1951 is more difficult 
to explain. Import prices were on average a little higher than for the first 
half of the year, but there does not appear to have been a general decline in 
shipping freights, so here the answer must be sought in changes in com- 
position. One explanation is that the average haul was shorter: imports 
from the sterling area, and especially from Australia, fell sharply—only 
33 per cent by value coming from the sterling area in the second six months, 
compared to 39 per cent in the first. Another reason is that imports of coal 
and of steel scrap fell abruptly, while there were more purchases of goods 
which are expensive (per ton), such as machinery. This year the com- 
position has changed back to the early—1951 pattern, with 38 per cent being 
imported from the sterling area, and less coming from Europe and America. 
There were also more bulky imports of iron ore, pig iron and steel. Moreover, 
although import prices fell in the spring, there can hardly have been a 
comparable fall in shipping freights, despite the weakening of the tramp 
market; total shipping payments and receipts for the half-year were both 
maintained, despite the fall in the total volume of trade. Yet if import prices 
fall relative to freights, the c.i.f. margin rises. 
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But we have nearly fallen into the trap of mistaking an official estimate 
for a fact: it must be very difficult for the authors of the White Paper to 
decide when ownership does change. All the White Paper says about the 
methods used is: ‘ these figures of the overseas transactions of the United 
Kingdom are derived from Exchange Control and other sources.’ In as far 
as the authors rely on Exchange Control data, z.e. on information about 
payments, they may not be allowing fully for changes in the period between 
payment and transfer of ownership. This period does notoriously fluctuate 
with violence, because of speculation about the value of sterling—and such 
speculative factors may therefore be influencing the ‘c.if. margin’ as 
derived above. Alternatively, if the authors rely on U.K. trade statistics, 
they will have to make assumptions about delays in shipment and about 
changes in the c.i.f. marcin: we may in fact have been partly or wholly 
unravelling the assumptions of civil servants rather than discussing objective 
data—and there are no means of finding out. 


Exports 
A similar problem of discrepancy between the two sources arises in the 
case of exports. If we add re-exports to the Board of Trade’s totals for 
exports we get the following results :— 


Exports in the trade returns as percentage of exports in the White Paper 


1949 1950 1951 1952 
I II I II I nh I 
101 102 102 101 100 100 94 


Those who took exports in the trade accounts as an approximation to the 
White Paper’s figures under-estimated exports for the first half of 1952, and 
were thus further misled in their expectation of what balance of payments 
would be revealed. 

To start with, there are similar differences of timing. In the White 
Papers, exports are credited to us ‘so far as possible’ when they change 
ownership, and ‘ the transfer of ownership is assumed to take place on or 
after arrival in foreign ports.’ For exports, therefore, the discrepancy works 
the other way: ‘ exports’ appearing in the trade returns for June probably 
do not appear as ‘ exports’ in the Balance of Payments White Paper for the 
first half of the year, because few of them will have arrived at their destin- 
ation. During a period of falling exports, since the White Paper refers to an 
earlier collection of goods than do the trade returns for the half year, it 
refers to a larger collection. When exports are falling, therefore, the trade 
returns show a smaller total than does the White Paper. The time between 
passage through United Kingdom ports and change of ownership is almost 
certainly greater than in the case of imports, because a larger proportion 
of exports travels a long distance. Despite the partial collapse of the pre-war 
* triangular ’ trade patterns, the sterling area supplied 36 per cent of our 
imports in 1951, but took 49 per cent of our exports. Using 5 weeks as an 


approximate estimate for the delay, and comparing the two sets of estimates 
once more, we get : 


> 
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Exports in the trade returns brought forward 5 weeks, as percentage of exports in the 
White Paper 


1949 1950 1951 1.952 
I II I II I Il I 
101 100 99 99 98 99 96 


Once more the discrepancy between the two documents is lessened by 
allowing for the difference in the periods covered. But the discrepancy 
which remains is still rather puzzling, especially since the two sources had 
tallied so well in the past, though with a slight tendency for the gap to 
widen. We do not pretend to be able to explain it away, but we can suggest 
two possible explanations. The first is that the difference may still be a 
statistical illusion, since it may be due to variations in the delay between the 
time when the Board of Trade records a consignment as exported and the 
time when the Treasury records it as changing hands. In particular the sharp 
fall in exports to Australia may have reduced the average delay, so that a 
higher proportion of May and June shipments may have changed ownership 
(according to the Treasury) before the end of June than is assumed in these 
calculations. Secondly, there may have been substantial exports in categories 
not recorded in the trade returns, and which would have to be worth some- 
thing of the order of £30-50 millions. Of the various possibilities here, the 
most plausible would seem to be either second-hand ships or goods (such as 
fissionable materials) which are excluded on security grounds.! Both these 
explanations may be correct, so that together they account for the remaining 
difference. But there is of course still a third possibility : this discrepancy too 
may be, at least partially, due to the techniques used by the authors of the 
White Paper. We are told that the basis of valuation is change of ownership 
‘so far as possible’, but we do not know how far that is. 

On the basis of this interpretation, the trade returns were used to provide 
for each quarter estimates of imports and exports consistent with the White 
Paper’s estimates (see Table I). 


THE INVISIBLE BALANCE 


Part of the reason for the unexpected success of the first half of 1952 was 
that there was an improvement in ‘ invisible’ trade, as well as a greater 
improvement in the ‘visible’ balance than had been anticipated. The 
‘ invisible ’ surplus was £108m. in the first half of 1952, compared with £49m. 
in the second half of 1951. There was some slight recovery in ‘ other (net) ’ 
receipts, (which may have had something to do with the accounts of Anglo- 
Iranian); and shipping receipts also, rather surprisingly, rose. Travel 
expenditure fell sharply, and was for the first six months actually less than 
travel receipts from foreigners in the U.K., yielding us a surplus on * travel 
account, doubtless the first for decades. This’ improvement? is partly due to 

b i i s in coverage may also have 
ac Atlee eg toe = the Tie ies ue eae crea of ae but they seem 


less likely to have affected that comparison. : 
2 From the viewpoint of the statistician, not the tourist. 
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the further reduction in tourist allowances, but also to a customary seasonal 
decline which affects payments more than receipts. Finally, there was a 
sharp fall of £29m. in payments of ‘ interest, profits and dividends ’, largely 
because £39m. interest on the American and Canadian loans had been paid 
in the second half of 1951, whilst no instalments fell due in the first half of 
1952. 

We get a better picture of trends if we remove such seasonal fluctuations. 
Table II attempts to do this, by adjusting for regular seasonal influences, so 
far as they can be discerned, and by spreading interest on American and 
Canadian loans over each quarter (including the two quarters of 1952) on 
the grounds that the liability arises continuously. After such allowances have 
been made, it appears that there was no improvement in the ‘ invisible’ 
surplus, which was running at an annual rate of £160m. in both the second 
half of 1951 and the first half of 1952.1 We can conclude therefore that a 
further cause of the surprisingly good balance of payments was that there 
were improvements in the ‘ invisible’ balance, which were however largely 
seasonal—particularly the absence of an instalment of loan interest. Another 
instalment will be payable in the latter half of this year. 

The explanation of this first paradox is therefore that conventions of the 
White Paper greatly improve the appearance of the visible balance during a 
period of declining trade, and also that the improvement in the ‘ invisible ’ 
balance was seasonal rather than lasting. 


(2) PRODUCTION AND EMPLOYMENT 


The second and apparently paradoxical development in the first half of 
this year was that a substantial fall in the domestic product from 1951 levels 
was not associated with a corresponding fall in employment. The factors 
influencing output and employment in various sectors of the economy have 
been very diverse, so that no ‘ overall’ explanation is legitimate. We shall 
approach the problem through an examination of the changes in output which 
have taken place. 

In Table III we show changes in the real gross domestic product? since 
1948.° It is immediately evident that the domestic product of the British 
economy is closely geared to changes in industrial output.* Industrial output 
accounted for about one-half of gross domestic product in 1948. This 
proportion increased in the years which followed. Of an increase in gross 
domestic product (at 1948 factor cost) between 1948 and 1951 of some 


1 Seasonal correction of imports partly offsets the effects of correcting ‘ invisible’ trade 
in this way, because of the seasonal peak of imports in the second quarter—but only partly. 

2 Gross real national product would be equal to gross real domestic product plus net real 
income from abroad, but in contrast to our earlier sets of estimates we do not now attempt 
to show net income from abroad in ‘ real’ terms. The practical (and conceptual) difficulties 
of deriving this series are such that our estimates could only have a very limited significance. 

3 See technical notes for a description of the indicators used to derive the estimates 
snot We use ‘ industrial output ’ to cover the output of industries included in the Index of 
Industrial Production: that is, mining and quarrying; manufacturing; building and 
contracting ; and gas, electricity and water. 
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£1,000 million, more than £850 million was due to the industrial sector. 
Further, we should note that a part of the output of the transport and com- 
munication sector, and a smaller part of the output of the distributive and 
‘ other services ’ sectors, are also linked to changes in the output of industry. 
Outside industry itself, and activities ancillary to industry, changes in output 
have probably been small. 

The quarterly figures imply that the whole of the increase in domestic 
product between 1950 and 1951 had in fact occurred by the end of 1950; and 
the astonishingly stable ‘ plateau of 1951’ (which we noted in our quarterly 
estimates during 1951) was maintained into the first quarter of 1952, and was 
followed by a sharp fall in the second quarter. The plateau and subsequent 
fall in the domestic product mirrored a similar movement of industrial 
output: and within the industrial sector the key to these changes must be 
sought in manufacturing industry, since the changes in the output of other 
industries were relatively small. 


MANUFACTURING OUTPUT 


In Table IV we have broken down the manufacturing sector into four 
main groups of industries.? In 1950, the output of all four groups increased 
steadily, continuing the trends of the two previous years. After the second 
quarter of 1951, however, the output of the textile and clothing industries 
declined very rapidly under the impact of a buyers’ strike at home and a 
decline in overseas demand for their products. This decline continued into 
the first half of 1952, and by the second quarter output was running below 
1948 levels. Changes in textile and clothing output were quite sharp enough 
to have an appreciable effect on the total output of manufacturing industries. 
Meanwhile, the output of the metal and metal-using industries was no longer 
increasing rapidly, even though demand for most products was strong. A 
patchy supply of steel-making materials clipped back supplies of steel in 
1951 below the 1950 level, despite a drawing down of stocks. And, even 
though steel stocks were reduced, a shortage of steel hampered an increase 
in the output of metal-using industries. Further, a continuing change-over 
to defence orders must have had some disrupting effect on the flow of output. 
In the second quarter of 1952 there was some easing of the steel shortage : 
but there was also a weakening demand for some products, particularly in 
export markets. ‘Food, drink, and tobacco’ output shows little change over 
this period, but the output of ‘ other manufacturing industries’ fell sharply in 
1952. The output of the paper and printing industry, and of wood and cork 
manufactures, was particularly low in the second quarter of 1952, and even 
the output of chemicals was running below 7951 levels. 

1 The indicators which we use for changes in non-industrial output are crude and un- 
satisfactory, so that our estimates may exaggerate the gearing of domestic product to 
industrial output. However, the fairly close correspondence between our annual estimates 


and the careful estimates of Adams and Reddaway (see technical notes in Appendix I) 


suggests that our errors may not be large. ; ; 
2 See technical notes for a description of the method used to achieve this breakdown. 
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Given this decline in 1952 of the domestic product, and of manufacturing 
output in particular, we now have to explain why the fall in employment was 
so slight. One possibility, which we examine in the next section, is that there 
was a redistribution of employment away from industries with a high output 
per head towards industries with a low output per head : in which case we 
would expect the fall in product to be greater than the fall in employment. 
The other possibility is that output per person employed has fallen, and we 
shall examine changes in output per person in the last section of this part. 


THE PATTERN OF EMPLOYMENT 


From 1948 to mid-1951 there was an increase in the total working 
population, accompanied by a decline in the numbers unemployed and some 
fall in the strength of the Armed Forces. Consequently, there was a sub- 
stantial increase in civil employment, and particularly in industrial employ- 
ment. Within industry, employment in mining and quarrying fell, and there 
was little change in the numbers employed in building and contracting. 
Manufacturing employment, however, increased sharply, and was running 
at about 7 per cent above the 1948 level. 


Employment changes, June 1951—June 1952 


Thousands 
H.M. Forces ... + 45 Agriculture ... :.. — 19 Metals, engineering & 
Civil employment ... —168 Mining Sa 4. + 18 vehicles... Boe ey ee 
Unemployed... .. +116 Manufacturing -. —191 Textiles & clothing —216 
P : Building & contrac Food, drink & tobacco + 15 
Working population — 7 ing = -). — 21. Other manufacturing — 93 
—_—_____—_——_————__ Gass, electricity & 
water an -» + 6 Manufacturing ... —191 
Other civil employ- a 
ment <p - + 39 
Civil employment ... —168 
Males 45 .» + 43 Males ane ... — 53 Males 5 -. — 21 
Females ... — 50 Females a --- 115 Females ate +.» —170 
Working population — 7 Civil employment ... —168 Manufacturing --. —191 


Between mid-1951 and mid-1952 (as is shown by the table) the pattern 
of changes since 1948 was to some extent reversed. Employment in manu- 
facturing fell, though the magnitude of the decline in textile and ‘ other 
manufacturing’ employment was partly masked by an increased employment 
in the metal, engineering, and vehicle industries. The fall in textile employ- 
ment was particularly sharp. From a level more than 10 per cent above 1948 
in the first half of 1951, textile employment fell slowly at first, and then more 
rapidly as the slump deepened. By the second quarter of 1952, textile 
employment was running below 1948 levels. The whole of the increase in 
employment in metals, engineering and vehicles occurred in the second 


ope of 1951, and these industries absorbed no further labour in the first half 
of 1952. 
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Outside manufacturing, there was some increase in non-industrial 
employment (chiefly in transport and communications, and in professional, 
financial, and miscellaneous services.) There was also an increase (concentra- 
ted largely in the first half of 1952) in the mining and quarrying labour force. 
In this industry the wastage of labour below 1948 levels in 1950 and 1951 had 
become serious : but by the second quarter of 1952 employment had prac- 
tically regained the 1948 level. Employment in the Armed Forces also in- 
creased, and as the working population was practically unchanged, unemploy- 
ment only increased by just over 100,o00—about $ of 1 per cent of the working 
population. 

Thus one reason for the comparatively modest decline in employment 
which we noted at the beginning of this paper is that falls in employment in 
certain industries and agriculture, totalling 350,000 over the year, were to a 
large extent offset by an increase in employment elsewhere in the economy. 
But what effect did these changes in employment have on the domestic 
product ? Prima facie, a decline in employment might be expected to reduce 
the national product more than proportionately when it is concentrated in 
manufacturing, since it represents a loss of labour with a high output per 
head. This would help explain the paradox because a large fall in the national 
product could occur without such a large fall in employment. But it must be 
noted that the decline in manufacturing employment was to a great extent 
a decline in female employment (chiefly, of course, female textile workers) 
whose net output per head must be lower than the national average. And it 
must further be noted that the increases in employment which partly offset 
the falls in employment in some manufacturing industries were not by any 
means concentrated in low output-per-head sectors : thus the largest increase 
in employment over this period occurred in the ‘metals, engineering, and 
vehicles’ industries. Although it is difficult to analyse the effect of the changed 
pattern of employment precisely, it is unlikely that this was a significant 
factor in the explanation of our paradox. Indeed, since both the decline of 
female employment, and the growth of employment in ‘metals, engineering, 
and vehicles’, would tend to be associated with a higher ratio of output to 
employment, the changes in employment over this period make the paradox 


more acute. 
OUTPUT PER PERSON EMPLOYED 


We must therefore examine changes in output per person employed. 
In Table V we bring the trends in output and employment together. Our 
indices of output per man in employment are obtained by dividing indices 
of output by indices of employment in the various industries. There was no 
"single explanation of the decline in output : and so there is no single explan- 
ation for the decline in output per man employed, which was particularly 
marked in the second quarter of this year. In any analysis of these figures, 
it4s important to note that each individual employed is counted as one unit, 
so that they do not reflect any changes in hours worked. And between 
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TABLE V 


Indices of output per person employed, seasonally corrected 
1948=100 


i a a aN a a 
1st 2nd 1st 2nd 


Industry 1949 1950 1951 half half qtr. qtr. 
1957 1957 1952 1952 


ee acinar EU SE 


All industries sa aie a OS 110 7717 1114 111 111 1063 
Mining and quarrying ... wi, LOSE 107 770% 110 111 110 1084 
Manufacturing ... té ean hOo 7177 17240" 113H) (LIZE 12 1084 
Gas, electricity and water ... 707 102 106 1064 1054 1054 1034 
Building and contracting eo FOG 107 103 103 1034 1074 994 

Manufacturing industries Rem 106 717 472%, 113% PIZE  ilZ 1084 
Metals, engineering and vehicles 706 7124 17764 116 1174 117% § 4133 
Textiles and clothing ... s- 7044 «808 7064 111 102% 100 94 
Food, drink and tobacco .-» 984 974 93 934 93 96 97 


Other manufacturing industries 705$ 175 7774 1184 117 1144 111} 


mid-1951 and mid-1952, changes in hours have been substantial. In the 
firms which replied to the enquiries of the Ministry of Labour and National 
Service in June 1951, nearly ro million hours of overtime were worked in a 
week, and less than $ million hours were lost through short-time. In a week 
in May 1952, nearly 9 million hours of overtime were reported, but the hours 
lost through short-time working had risen to over 5 million. As would be 
expected, the most substantial changes were reported by textile and clothing 
firms: in June 1951, overtime exceeded short-time by over 4 million hours a 
week, whereas in May 1952, short-time exceeded overtime by more than 4 
million hours a week. Since persons working short-time will be included 
in the total employed in the industry, the figures we show will exaggerate 
any decline in output per man-hour in textiles. To some extent, therefore, 
our figures reflect an understandable desire on the part of textile employers 
to minimise their loss of labour in the face of a decline in demand which 
was not conside.ed permanent. The change in hours worked ’ tess important 
for other industries: for example, there was over this period little change 
in the balance of overtime worked in the ‘metal, engineering, and vehicle’ 
industries. 

And even in textiles the fall in hours worked was not, in itself, sufficient 
to account for the whole of the decline in output per person employed. A 
complaint of the textile industries during this slump was that such orders as 
did come through were for relatively small lots of particular products, so 
that the more economic working on longer runs was not possible. In the 
metal-using trades, too, the uncertainty of supplies must have hampered 
the most effective employment of the labour force: and doubtless defence 
orders contributed to some dislocation of production. The decline in output 
per man employed in mining and quarrying must at least partly reflect the 
time-lag between the absorption of labour and its fully productive employ- 
ment. 

There is thus a complex of factors involved in an analysis of changes in 
real domestic product relative to changes in employment, Over the period 
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1951-52, it appears that the changes in employment which occurred could 
not have contributed to this changed relationship, but that the fall in output 
per person in employment was sharp, particularly in some industries. Given 
a rapid fallin output, it is in any case likely that there will be a time lag 
before the labour force is adjusted to lower levels of output. And if the fall 
in output is considered to be temporary—if supplies of materials, or demand 
for products, are expected to improve—employers will tend to minimise 
(especially through short-time working) the impact of the fall in output on 
the numbers employed. Further, the circumstances surrounding a fall in 
output may be such that labour is used less efficiently. Our analysis suggests 
that these were the factors lying behind the paradoxical relationship of 
product and employment in 1951-52. 


(3) NaTIONAL OuTPUT AND NATIONAL EXPENDITURE 


We have shown how and why domestic output in the first half of 1952 
fell lower than at any time since the Korean War started. The fall in the 
second quarter is particularly noticeable : yet the second quarter saw a sharp 
improvement in the balance of payments—even in the trade returns—and 
(presumably) the highest level of rearmament so far. We come now to the 
central paradox of 1952: how could output have been so low, and yet so 
much apparently have been achieved ? 


THE VOLUME OF ‘TRADE 


We have already seen that a small part of the answer is a seasonal improve- 
ment in the balance of payments. Another part is the improvement in the 
terms of trade. In order to show the effects of this, we give (in Table VI) 
estimates of the domestic balance of payments (excluding interest, profits 
and dividends from both sides) at average-1948 prices. These estimates 
show that, but for the adverse turn in the terms of trade after 1948, we should 
have a surplus in 1951, even before taking net property income into account. 
The terms of trade have now swung back in our favour—though not to the 
1948 ratio—and the improvement in 1952 is not nearly so marked if we work 
in fixed prices. Net property income hardly changed if we allow for seasonal 
influences, so we can compare the balances in Table II and VI: this com- 
parison suggests nearly half of the improvement between the second half 
of 1951 and the first half of 1952 was due to better terms of trade,? without 
which we should still have had a large deficit in the first half of 1952, taken 
as a whole. 

Secondly, Table VI shows that in so far as fluctuations in our balance 
have been due to ‘real’ changes, they have been attributable very much 


1 Similarly, when employment increases, there is likely to be a time lag between the 


absorption of labour and an increase in output. . ; 
2 We are working in 1948 prices : if we made the comparison in the higher prices of 1951, 
the real improvement would seem greater, and the improvement attributable to the terms 


of trade slightly less. 
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more to changes in the volume of imports, which rose in 1951 and fell in 

1952, than to changes in the volume of exports. The violent swings of our 

balance of payments have been due largely to the fact that movements in the 

terms of trade and import volumes have worked together; in 1951 they both 

made the balance of payments worse, and in 1952 they both improved it.! 
The volume of retained imports has moved as follows? :— 


(1948 = 100) 
71950 1957 1951 1952 
Year I II III IV Year I II 
Food, drink, tobacco ... 704 108 122 120 113 116 114 107 
Raw materials ... ee vie 124 131 154 151 139 127 125 
Manufactures... eae tO 118 143 142 By 134 127 112 
Total os Oak «= £09 114 128 133 128 126 | 120 112 


Raw materials were particularly conspicuous in the 1951 increase, but 
this rise was concentrated in comparatively few commodities: aluminium, 
nickel, softwood and wood pulp, oil, and rubber. Imports of cotton, timber, 
hides and rubber fell in 1952, but imports of wool stayed at much the 
same level, and imports of aluminium, nickel and oil continued to rise. 
These divergent movements reflect the rise in engineering output and the 
fall in textile output shown in Table IV, and are a further consequence of the 
switch from consumers’ goods to arms. 

From the present point of view the improvement of the terms of trade 
has brought a bigger improvement in the balance of payments than the mere 
changes in quantities traded would have otherwise achieved—but there were 
nevertheless big reductions in imports, and we still have to explain how, in a 
pericd when less was imported and less was produced at home, more goods 
could have been used in exports and in rearmament. 


CONSUMPTION 


The most obvious explanation would be a reduction in consumption. 
Actually in one way the published consumption figures show a rather mis- 
leadingly low rise in 1952. The first quarter is normally the worst for trade 
in nearly every commodity, except fuel and light, and entertainments (see 
Appendix II). Correcting for these seasonal declines we obtain the results 
of Table VII, which suggest that expenditure in the first two quarters of 
1952 was well above that of any quarter previously. However, this is true 
only so long as we are working in current prices. Table Vill shows the 
effect of removing price changes, and working in 1948 prices throughout. 
Purchases by consumers rose steadily to a peak early in 1951 and then fell 
back to the lowest levels for three years, from which they then made some 

< : ve n 
Be ae cre icadaait not haroanoveosbstentng \aiiieice OR mate 
prices. Superficially it seems that we have a negative elasticity of demand, and wait for 


i i fi ming into the market. ‘ ; 
at t oe fo hen on Board of Trade figures, and therefore refer to slightly earlier pur- 


chases than the figures in the Balance of Payments White Paper. 
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slight recovery. Most of this fluctuation is due to purchases of ‘ clothing ’"— 
and must be reflected in corresponding changes in consumers’ wardrobes.’ 
‘ Household goods’ failed to make their usual seasonal recovery in the second 
quarter, and quantities bought were even lower than in the previous autumn. 
Consumption of other commodities continued to run at the same levels, or 
rather higher. 

Taken as a whole, the improvement since the second half of 1951 in real 
consumption, in the sense of purchases valued at fixed prices, increases the 
difficulty of reconciling the fall in production with the improvement in the 
balance of payments. 


CHANGES IN STOCKS 


We have now exhausted the list of items on which we can get authoritative 
information. If we compare the first half of 1952 with the second half of 
1951, after removing seasonal influences, we can express the core of the 
paradox as the problem of reconciling the following movements :? 


(£ millions of 1948 prices, at annual rates) {m. 
Gross Domestic Product eee Asc Soe “6 - —130 
Imports a6 Beg ee. nee aa nic .. —335 
Exports as ies ae oa she oo J2iu-- “90 
Consumption sas Sac wee ss = -. +125 
Rearmament .... ets Bae ae eee ake sia Me 


Altogether the goods and services currently available (domestic product 
plus imports) fell by nearly £500m. at annual rates.* Yet goods and services 
used in consumption and exports rose by over 200m. Moreover goods and 
services used by public authorities as a whole must have risen, if one allows 
for the acceleration of military expenditure, because social expenditure 
can have dropped little by mid-1952, if indeed it had dropped at all. These 
developments are only explicable if there has been a very substantial fall in 
the rate of investment, totalling in fact the best part of £1,00om. per annum. 

We no longer feel able even to attempt to estimate Government expendi- 
ture in each quarter, and for the quarterly estimates of Table IX we show 
a joint residual item for Government expenditure and total capital formation. 
The great fall in this residual does however reveal the answer to this problem, 
for investment in stocks is the only component that can vary so greatly from 
quarter to quarter. Fixed capital formation was running at about £1,5000m. 
in 1951 and can hardly have declined by enough to offset the accelerating rise 
in Government expenditure due to rearmament. ‘Table III shows that 
building, the largest single component, has continued at much the same 
level, and although there may have been a fall in investment in machinery— 

or 
Girne in 1054; thre manienmabexe-SNectlienl Mauss tie ge: See Aig nett 
suggested by Irving Fisher, and exclude changes in consumers’ stcoks. y 


* Our main intention in making these series of estimates is to provide a framework 


Sh ater erp the changes in official series can be compared, and their joint implications 


’ This is in 1948 prices, as are all figures henceforward. 
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some fall was intended—it can hardly have been on this scale. We can only 
guess at the magnitudes of these items: our impression is that the total 
of Government expenditure and fixed capital formation may have been rising 
gradually from about £3,550m. early in 1951 to something of the order 
of £3,650m. at the end of 1951 and £3,700m. in the middle of 1952. These 
are admittedly speculative figures, but our argument does not depend 
on them being correct. The point is that movements in these two items 
cannot explain, even to a small degree, the enormous fall in the residual 
line of Table IX, which must therefore be due to a fall in the remaining 
item: investment in stocks. 

Table IX implies the following movement in stocks. The first quarter of 
1951 showed a big fall; in the second quarter, gains only slightly outweighed 
losses; but in the third and fourth quarters there were substantial net gains, 
so that stocks rose by about £350m. in the year. There was still on balance 
an increase in stocks in the first quarter of 1952, but a sharp fall in the second. 
The explanation of the central paradox is therefore that we were running 
down stocks rapidly in the second quarter, and this meant a very big fall in 
total investment, because it followed a period of heavy stockbuilding. 

Attributing the explanation to a fall in stocks may seem surprising, in 
view of recent Government statements about improvements in stocks. Let 
us look a little more closely at the clues on stock changes. The table of import 
volumes shows that in late 1951 imports of raw materials, more than 50 
per cent above 1948 levels, were outpacing the production index, which was 
only 17 per cent above the average of 1948. This is the more surprising in 
that the composition of output has changed away from the goods, such as 
textiles, with a high import content. It implies that much more was being im- 
ported than was currently needed. In 1952 the ratio of material imports to 
industrial production was still higher than in 1948, suggesting a continued 
increase in raw material stocks, Government or private (or both), especially 
in military materials. This is borne out by the available information on stocks 
of individual materials in 1952, large rises having occurred in zinc, newsprint, 
sulphur and pyrites, and smaller rises for nearly all materials.! Stocks of 
home-produced materials also rose: steel stocks recovered from the very 
low levels of 1951, and pig iron stocks ceased to fall, while there was a rise in 
coal stocks, which usually fall, in the first six months of the year. 

The Government statements about increases in stocks have referred only 
to such rises in material stocks. They have therefore been rather mis- 
leading.? The increase in material stocks seems to have slowed down and 
nearly all other stocks have fallen. 

There have been great reductions in distributors’ stocks of textiles. Early 
in 1951, textile purchases both by foreign buyers and by the home public, in 
anticipation of price rises (“Buy now’), were pressing hard on supplies. 

} Board of Trade Journal, 11-10-52, p. 674. 


* The Lord Privy Seal in fact alleged that changes in work-in-progress were ‘ irrel t 
to the balance of payments question ’ (Official Report, 11-11-52, col 895). eal 
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Stocks fell and production was forced up to post-war record levels, continuing 
at a high rate after consumption had started to decline in the second quarter. 
Wholesale and retail stocks then rose embarrassingly in the summer, and 
buying orders fell, causing output to decline continuously for more than a 
year (see Table IV). Home purchases of clothing are shown by Table VIII 
to have been recovering early in 1952, and stocks started to fall. Changes 
in the Board of Trade statistics of distributive stocks are difficult to interpret 
because they refer to values (at cost), not physical quantities, and because of 
seasonal variation, but they seem to bear out this conclusion. Stocks of 
wholesale textile houses usually fall in the second half of the year and rise 
in the first half. In 1951 they rose by nearly 20 per cent in the second half 
of the year, whilst they fell to their original levels in the first half of 1952. 
Clothing and footwear stocks of large retailers did rise in the first half of 
1952, but by less than is customary after the Christmas decline. Statistics of 
retail stocks of other merchandise are even harder to interpret, but it seems 
(if one allows for seasonal fluctuations) that stocks of furniture, electrical 
goods, stationery and jewellery, were also reduced in the first half of the 
year. There was in fact a rise in distributive stocks in the second half of 1951 
and a fall in the first half of 1952, consistent with the implications of ‘Table 
IX. 

Secondly, the fall in the level of activity must have reduced work-in- 
progress. Total stocks and work-in-progress in manufacturing at the end of 
1951 were nearly £4,000m.,! of which a large proportion must have been 
work-in-progress plus goods awaiting delivery to final buyers. Work-in- 
progress and stocks of finished goods, taken together, probably change less 
than proportionately to output, but even so they may have fallen during the 
first half of 1952 by over £100m., so that the annual rate of fall may have 
averaged more than {200m. 

Thirdly, there must have been substantial falls in goods-in-shipment. 
The first part of this article showed that the Balance of Payments White 
Paper, by valuing imports and exports (roughly) when they passed through 
foreign ports, gave a much more favourable picture than the statistics of trade 
through U.K. ports. Imports and exports have both fallen this year, but 
departures of imports from foreign ports fell more than did arrivals of 
imports here, and arrivals of exports abroad had hardly begun to fall by the 
end of June. 


The reader must be feeling—and rightly—that our balance of payments 


Bare nee Blue Book, p. 91. 

. Vice of The Queen’s College has drawn our attention to the estim: y 
Zentler (Economica, 1950, p. 409) that work-in-progress and finished goods ra eo pee) 
of manufacturers’ stocks in the United States. The estimate is apparently based on the 
official sample of inventories. This is a small sample, but it is considered reliable by those 
who collect the data. The British proportion might tend to be higher (other things, such as 
industrial composition, being equal), because the greater degree of standardisation in the 
United States permits continuous production processes and necessitates fewer stock rooms 
in the factories. Tinbergen’s assumptions (‘Business Cycles in the U.K., 1870-1914’ Nieuw 
Reeks Deel Lv, No. 4, p. 90), imply a figure much higher than 60 per cent. 
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cannot be improved simply by valuing trade flows at the foreign end of their 
journey, instead of at this end. The catch in this procedure is that, during a 
period of falling trade, the balance of payments is improved at the expense of 
capital formation. Since goods are treated as belonging to the United King- 
dom when they are in shipment, a fall in exports will show itself in the first 
place as a fall in stocks. Similarly, as purchases overseas fall, there will be a 
reduction in imports-in-shipment before fewer imports flow through U.K. 
ports. 

There would be a strong case for arguing that the balance of trade shown 
in the trade returns (but converted to an f.o.b. valuation) is really more 
interesting than the balance of trade shown in the White Paper. An improve- 
ment in the balance which is accompanied by a reduction of stocks on the 
seas is a somewhat deceptive improvement. When trade stops declining the 
improvement will, ceteris paribus, disappear. Now that trade has apparently 
entered a more unstable period, changes in the balance of payments, on the 
official definition, will become difficult to interpret. So long as exports and 
imports continue to fall, the White Paper will continue to give a misleadingly 
favourable picture; but, if there is no net fall in a half-year, the basis of 
valuation will matter little; and if either exports or imports increase in a 
half-year the balance of payments will look more unfavourable than it perhaps 
ought to look, because there will be an increase in stocks-in-shipment, which 
will again cease when trade levels out. When reading the White Paper one 
has to look not only at whether the surplus has improved but also at how 
it has improved. If the White Paper shows an improvement in the balance 
primarily due to a further fall in imports, the improvement will be over- 
stated, but if it is primarily due to a rise in exports it will be understated— 
and mutatis mutandis for a deterioration. 

We can estimate roughly the order of magnitude of the change in goods- 
in-shipment, for it is the difference between the balance of payments as 
shown in the White Paper and the balance of payments one would get if one 
estimated it from the trade returns, without allowance for time-lags. The 
deficit in visible trade in 1951 would have been much the same, if one had 
measured trade at its passage through U.K. ports, but in the first six months 
of 1952 it would have been about {100m. greater, and there would have been 
a large deficit in the balance of payments if it were defined in this way. 
Changes in goods-in-shipment therefore amounted in the first six months to 
a running down of stocks at an annual rate of about £200m. at current prices 
—rather less at 1948 prices. 

So despite the rise in material stocks, a violent change in stockbuilding is 
the explanation of our paradox. If we compare the ‘ best ’ and the ‘ worst ’ 
quarters since mid-1951, the change in the annual rate of investment in stocks 
from the fourth quarter of 1951 to the second quarter of 1952 must have been 
something of the order of £1,500m.—from about £1,200m. rise in stocks in 
1951 IV, to about £300m. fall in stocks in 1952 II. The fall in 1952 is largely 
attributable to falls in distributive stocks, work-in-progress and goods-in- 
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shipment, these falls outweighing the continued, but slower, rise in stocks of 
materials in the United Kingdom. 
* * * * * 

We have therefore been able to offer explanations of the three paradoxes. 
The conventions of the Balance of Payments White Paper largely explain 
the unexpected payments surplus; the reduction in hours worked and the 
fall in output per hour, explain the continued high levels of employment 
despite the fall in output; and the violent swings in stock accumulation, 
from building up material and retail stocks to running down retail stocks, 
work-in-progress and stocks on the seas, aided by better terms of trade and 
a seasonal improvement in invisible transactions, explain how we managed 
to balance our payments, maintain living standards and rearm, even though 
output fell. 

D. G. HOLLAND 
DuDLEY SEERS. 


APPENDIX I 


TECHNICAL NOTES 


It will be noticed that we no longer attempt to estimate the national 
pruduct at current prices. We no longer feel such an estimate worthwhile. 
It used to be built up from estimates of the value of each sector’s output, 
and these were usually obtained by inflating a quantity series by a price 
index. Last year we tried to follow the C.S.O.’s definitions by valuing output 
net of stock appreciation. We could make some attempt at producing 
quarterly estimates on this basis for the manufacturing sector, because the 
‘input’ prices available allowed us to value materials at current replacement 
cost, z.e. to exclude ‘stock appreciation’. But for estimating the value 
added in distribution we had in effect to assume that profit margins, net of 
stock appreciation, were a constant proportion of turnover. Now since many 
distributors use ‘ first-in-first-out’ methods of pricing withdrawals from 
stock, profit margins net of stock appreciation are not likely to be constant. 
In fact they have fluctuated greatly over the past two years, because of the 
sharp changes in material prices and because distributors’ costs are high 
relative to profits. Consequently our estimates of the national product at 
current prices have been misleading, and we have abandoned—at least for 
the present—the attempt at such estimates. 


Table I. National Balance of Payments at current prices, NOT seasonally 
corrected. 


The derivation of this table is mostly explained in the first part of the 
text. Separate figures are shown for the main categories of exports: these 
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estimates are taken directly from the trade returns, the 5-week time-lag 
being assumed to be applicable to all three categories. The estimates of 
‘metal products’ and ‘ manufactured textiles’ contain no allowance for 
any discrepancy between this source and the White Paper, so discrepancies 
due to differences of coverage (such as are discussed in the text) will affect 


the ‘ other exports ’ series. We attributed ‘ invisible’ items to each quarter 
as well as we could. 


Table II. National Balance of Payments at current prices, seasonally corrected. 
Techniques of seasonal correction are discussed in the Appendix II. 
We would only emphasise here that no attempt has been made to correct for 


the seasonal fluctuation in visible exports: after exports have been lagged 
no clear seasonal pattern remains. 


Table III. Gross Domestic Product at 1948 factor cost, seasonally corrected. 

Figures for 1948 were derived from Table g of the National Income ‘ Blue 
Book ’ roughly adjusted so as to remove ‘ stock appreciation ’. Estimates for 
subsequent years were obtained by applying indicators of real net output in 
the several sectors to the value added in 1948. For non-industrial sectors 
the indicators available are so crude that separate series are not shown 
quarterly. 


Mining and quarrying, manufacturing, building and contracting, and gas, 
electricity and water. 
For these sectors, we use as indicators the corresponding series in the 
official Index of Industrial Production. 


Agriculture, forestry and fishing. 


The component for agriculture has been derived from information kindly 
supplied by the Ministry of Agriculture and Fisheries. 


Transport and communications. 

Personal expenditure on travel, seasonally corrected and at constant 
prices, is used as an indicator of passenger transport. For freight transport 
we assume that the amount of freight carried varies in proportion to industrial 
output, as shown in the Index of Industrial Production. 


Distributive trades. 

Since the great majority of the output of this sector is the wholesale 
or retail distribution of goods entering into personal consumption, our main 
indicator here is personal expenditure on consumption at constant prices, 
seasonally corrected. To take account of changes in distribution of industrial 
materials and intermediate products we also use (with a weight of one-fifth) 
an indicator of changes in industrial output. 
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Public administration and defence. 

Lacking a more satisfactory indicator of the output of this sector, we have 
assumed that output changed in proportion to changes in employment. 
Our assumption implies that ‘ productivity ’ in this sector does not change 
even if the composition of employment changes. 


Other services. 

This mixed bag covers items 8, 11, 12, 13, and 14 in Table 9 of the Blue 
Book. For all services except the ownership of dwellings we use employment 
indicators: the series of employment in ‘ Professional, financial and mis- 
cellaneous services ’ shown in the Monthly Digest has a very similar coverage. 
We have assumed that the real income imputed to dwelling ownership 
increases slowly as more dwellings become available. 


Gross domestic product. 
Our estimates of annual changes in the real gross domestic product 
since 1948 can be compared with those of Adams and Reddaway.’ 


Indices of real domestic product, 1948-1951 


Source 1948 1949 1950 1951 
L.GESs 44 Ses — 100 104.6 108.8 111.5 
Table III os ane 100 103.4 107.8 110.2 


Apart from a fairly sharp divergence between 1948 and 1949, our series 
moves very closely with that of the L.C.E.S. As between the two, the 
L.C.E.S. index is without doubt to be preferred to our own. For annual 
changes, the L.C.E.S. calculation is made in great detail, using a very large 
number of indicators which are not available for shorter period comparisons. 
Our annual estimates are not prepared for their own sake: they are essentially 
a by-product of an estimating procedure designed to show up any significant 
changes from one quarter to another, and the indicators we use for non- 
industrial output are particularly crude and incomplete. It is therefore 
encouraging to find that the divergences between the two estimates are 
relatively small. 


Table IV. Product of manufacturing industries at 1948 factor cost. 

The division of the 1948 manufacturing product into the main industry 
groups (which is not shown in the Blue Book) was based on the weights used 
in the revised Index of Industrial Production. These weights are propor- 
tionate to the net output of each industry, as derived from the 1948 Census 
of Production. There is one difficulty however; net output according to the 
Census is gross of stock appreciation, and no mention of any adjustment for 
stock appreciation is made in the notes on the construction of the Index.? 


ree London and Cambridge Economic Service, The Times Review of I ndusiry, September, 


* Studies in Official Statistics, No. 2, C.S.O., October, 1952. 
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So although the Index weights should be net of stock appreciation to be 
consistent with the Blue Book’s definitions! we have had to assume that they 
are gross of stock appreciation, and we therefore make a rough adjustment to 
exclude stock appreciation from the 1948 weights. Estimates for subsequent 
years are derived by applying seasonally corrected production index numbers 
to the value added in 1948. 

‘ Other manufacturing industries ’ cover the following series in the Index 
of Industrial Production : non-metalliferous mining manufactures; chemicals 
and allied trades; leather, leather goods and fur; manufactures of wood and 
cork; paper and printing; as well as the Index series of ‘ other manufacturing 
industries ’. 


Table V. Indices of output per person employed in industry, 1948-52. 

These index numbers are derived by dividing the (seasonally corrected) 
production indices by indices of employment in the various industries. Index 
numbers of employment which we derive are subject to error, because when 
employment statistics are revised, only selected earlier figures are corrected. 
Any attempt to derive a continuous series must therefore rely largely on 
interpolations between revised figures. A particular difficulty is that the 
reclassification of employment between industries early this year was not 
applied to estimates before June 1950. Averages for 1948 were obtained by 
linking old and new employment series. 


Table VI. Domestic Balance of Payments at 1948 prices. 

In order to value visible imports and exports at 1948 prices they were 
deflated by ‘ average value’ indices, the indices being first converted to a 
1948 base and adjusted for differences of period (see the first section of the 
text), the lagging being undertaken with the help of the monthly ‘ price’ 
indices. In the case of imports, c.i.f. values were deflated, and then the 
1948 c.i.f. margin subtracted. For the categories of exports, the ‘ average 
value’ indices were taken from the Board of Trade Journal. The ‘ other’ 
category implicitly includes re-exports, and since it is a residual it may be 
affected by errors in other series, such as the discrepancies arising between 
values of trade and ‘ average value’ deflators, due to interpolation. 

Shipping payments and receipts were each deflated by an index of 
shipping freights constructed by comparing the value of total shipping trans- 
actions with the total volume of trade. The difficulty about the comparison 
is not only that length of haul varies, but also that much of shipping “ receipts’ 
(perhaps a third) are for cross-voyages, and that much of shipping ‘ payments’ 
represent overseas payments of U.K. shipping companies—on fuel, canal 


1 If changes in the value of stocks in 1948 were fairly evenly spread over industry, errors 
in the weights will be negligible. If, however, the stocks of some industries appreciated in 
the base year very much more than the stocks of other industries, the weights allocated to 
those industries will be inflated relatively to the weights allocated to other industries, and 
index numbers derived from a combination of series will to that extent provide an inaccurate 
measure of changes in net output as defined in the Blue Book, 
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dues, port dues, etc.—rather than payments to foreigners for shipping 
services (Vide M. G. Kendall, J.R.S.S., 1950, pp. 22 et seq). But there seems 
to be no other method of deflation. 

Other payments were deflated by the average value index for imports, 
as the only general index of foreign prices for tourist or Government oversea 
expenditure. Travel receipts were deflated by the index obtained by com- 
paring consumption at current prices with consumption at 1948 prices. Other 
receipts were deflated by the wage-rate index, since a ‘stickier’ index was 
needed for what are largely exports of services. We obtain a larger increase 
in ‘ real exports ’ than the Blue Book does (p. 13); this may be partly due to 
the fact that a 1950-weighted index will magnify the effect of the relative 
decline in textiles—our index is actually 1947-weighted—but it also seems 
certain that the C.S.O. is assuming a larger rise in the price of invisible 
exports. 

We have omitted from this table both receipts and payments of interest, 
profits and dividends, largely because it is difficult to value them at 1948 
prices in any way which carries meaning: in any case, they are omitted 
from the domestic product too, so that they are not involved in any recon- 
ciliation. 


Tables VII and VIII, Consumption at current, and at 1948, prices. 

The items in these tables correspond to the items in the official estimates 
of consumption in the Monthly Digest of Statistics, from which they are 
derived. The only adjustment made is an attempt to remove seasonal 
influences, by methods described in Appendix II. 


Table IX. Gross Domestic Expenditure at 1948 Prices. 

The Table was constructed as follows. Gross Domestic Product was taken 
from Table III, but this was at 1948 factor cost: so that indirect taxes (at 
1948 rates) had to be added. These were discovered by working out from the 
Blue Book the percentage net indirect taxes on each commodity in 1948. 
The percentages were then applied to the corresponding expenditures in each 
year or quarter subsequently, so that the indirect taxes attributable to each 
estimate of the domestic product could be estimated. 

Meanwhile we could build up estimates of the same total in another way. 
Estimates of foreign trade at 1948 prices were taken from Table IV. There 
are already official estimates in the Blue Book of consumption and fixed 
capital formation at 1948 prices. There are also estimates in the Blue Book 
showing public authorities’ current expenditure and changes in stocks, at 
1950 factor cost. If we can assume that these estimates yield the same 
quantity index numbers as would estimates at 1948 market prices, we can 
obtain by simple proportions the estimates for these two items at 1948 market 
prices. Adding the various items we get estimates of the gross national 


product at 1948 market prices which can be compared with the first set of 
estimates. 
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The two sets of estimates are, of course, not identical, and the difference 
between them is called ‘ statistical discrepancy ’. It is however astonishing 
how near they are—we can only say astonishingly lucky, because we are well 
aware that the errors in our deflating techniques could easily lead to dis- 
crepancies of several hundred million pounds. We should emphasise that 
this ‘ statistical discrepancy’ is purely the discrepancy which arises from 
our ways of deflating various items, and has nothing to do with the statistical 
discrepancies which may have arisen in the initial construction of the Blue 
Book tables, but which had been disposed of by the time the tables were 
printed. This table goes a long way towards resolving a further paradox, 
how to reconci'e the annual movements of total ‘ real’ output as calculated 
(1) by adding industry outputs at 1948 factor costs,! and (2) by adding 
expenditures at i950 market prices.” The latter seems to give a lower answer 
for the period 1948-51. One part of the answer is that less of the output in 
1951 consisted of goods with a high tax content.? Another part is that the 
price per unit of manufacturing output! increased little, if at all, over the 
period, and therefore fell relative to prices per unit output in other sectors 
of the economy ~ productivity rises in manufacturing largely offset wage 
rises, which was not true in many other sectors. An index weighted with 
1950 prices therefore gives a lower relative weight to the highest increases in 
quantity and thus yields a lower increase in real national product.5 However, 
to the extent that we have over-estimated the rise in real exports (see notes 
to Table VI), the reconciliation is spurious. 

So much for the annual estimates. For the quarters of 1951 and 1952, 
we assumed the same discrepancy applied as for the year 1951. This assump- 
tion enabled us to reach estimates of the Gross Domestic Product at 1948 
market prices. It is of course impossible to reach this total by adding up 
expenditure items, because there is little on which to build quarterly estimates 
of the expenditure of the public authorities or of changes in stocks. The 
quarterly estimates of the domestic product obtained as line 5 were in fact 
transferred to line 11, and the total of items 9 and 10 was obtained as a 
residual. 


1 Vide notes to Table III, which shows the increases in real output estimated by Adams 
and Reddaway, and by ourselves. 

2 See Blue Book, p. 13. 

3 Compare the rates of increase in lines 1 and 2. 4 , ; 

4 We are here considering prices net of material costs i.e. ‘added value’ per unit. The 
wage-bill in manufacturing rose by almost exactly the same amount as did production 
between 1948 and 1950, implying unchanged average labour cost per unit. : 

6 Within manufacturing it is also probably true that 1950 prices gives a lower weight 
than do 1948 prices to the biggest increases, e.g. engineering. 
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APPENDIX II 


SEASONAL CORRECTION 


It is difficult to interpret economic developments without first disposing 
of those movements which are due to purely seasonal influences, so as to 
reveal the under-lying trends. The way in which this is usually done in 
Government statements (and much economic journalism) is to compare 
recent values for an economic series with the corresponding values of a year 
previously. This has a great disadvantage; it only reveals movements over a 
year, whilst we are interested here in short-period analysis, and the com- 
parison may be very misleading if the trend has changed direction sharply 
during the year. (In our commentaries last year we showed, for example, 
how misleading such a comparison of production was for assessing the pro- 
gress towards the Economic Survey’s target). So we attempt to remove 
seasonal influences from the values for each quarter. 

Two conditions in particular are necessary for seasonal correction to be 
successful; that the seasonal pattern should be constant, and that it should 
not be obscured by other influences on the variable being corrected. 

Firstly, of course, the seasonal pattern is not constant, and the seasonal 
fluctyation we isolate is only the average seasonal fluctuation shown over a 
recent post-war period, generally 1948-50.1 Thus ‘seasonal correction’ 
consists merely of removing such.an average fluctuation, and the meaning of 
the answer depends on how interested we are in a value which has been 
‘ seasonally corrected’ in this way, which in turn depends largely on how 
closely this fluctuation is being repeated. 

In the case of production, the seasonal pattern is fairly stable, being due 
mainly to holidays, and only in a minor degree to the weather (except for 
special cases such as building and the production of gas and electricity). 
Now that the holiday pattern has settled down,? it is useful to estimate what 
production would be if the usual effects of the period’s holidays were elimin- 
ated, But in the case of consumption, the seasonality is less regular. It may 
depend on Christmas purchases, or conventional periods of purchasing light 
or heavy clothing, and such seasonal patterns are likely to be less stable than 
seasonal patterns of output. Thus past experience may be less useful as a 
guide in analysing current developments in consumption. 

It is also more difficult to isolate the seasonal fluctuation of consumption 
series, than of production series. Production has risen steadily in most 
industries, because employment and productivity have risen steadily over the 
years 1948-50, and therefore the seasonal pattern is clearly revealed. Con- 
sumption series have been much more erratic. Consumption of some com- 

1 Before 1948 the data are often i i i 
cpa rede non-recurrent events such asthe fua perma 1be7, mackiear tien gata Saat 
appeared with the axsAnrwetens at iat eh ia RISUS Uate Pei Otte See 


* Except the moveable feasts which are handled by converting output d. : - 
ard year ', in which Easter always falls in April and Whiteun hee poate 
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modities has depended on the amount left over after exports have been 
satisfied or on the amount of imports which could be afforded, and it may 
also have been affected by changes in the total income or its distribution, by 
changes in its own price, or by changes in prices of other goods. Of these 
various influences, changes in the commodity’s own price cause the greatest 
irregularities. We do however have a choice of procedure. Since regular 
seasonal price changes can be ignored, except for special cases such as food 
and fuel, ‘ve can assume that the seasonal pattern will be due only to volume 
changes, and that it can therefore be estimated from either ‘ current price ’ 
or ‘ fixed price’ series. Other things being equal, our choice would depend 
on the elasticity of demand. If elasticity were unity, the current price series 
would not be affected by price changes, and it would therefore show the 
seasonal pattern more clearly, whilst if demand were inelastic it would be 
better to work with a fixed price series. 

[Food is a special case, since food prices, as well as quantities bought, 
vary seasonally. The sharp change in the trend in 1951, and some irregularity 
of pattern, make it virtually impossible to use the fixed-price series, which 
only starts in 1949. The period from July 1948 to June 1951 gives acurrent- 
price series with a pattern which, if not constant, is at least identifiable. 
The fixed-price or quantity pattern was then reached by dividing this ‘ value’ 
pattern by an index of seasonal variations in price, since the seasonal pattern 
of ‘values’ must be the product of ‘price’ and ‘quantity’ seasonal influences. } 

So seasonally corrected estimates for production series not only have 
more meaning, but also can be more accurately calculated than seasonally 
corrected estimates of consumers’ purchases. 


Seasonal Patterns of Industrial Output 
Average Percentage Fluctuation from 12-month moving average, 1948-1950 


| All | Min- Manu- Build- Utili- | Metals Tex- Food .Othev 
Month Indus-; ing factur- mg ties tiles mant- 
tries ing factur- 
| ing 
anuary Pee cat + 3} — 4 —7} +164;—14# — —3 + 24 
ee : +34/+5 +3 —1$ +16$| + 34 + 84 —3 +4 
March tol eS +6 4+ 54 —2 4+ 8/]+6 474 +1 #45 
April eet 2a eS = Si BS ae 
May nn oo Se es lee at a cy Sy ln cae Dates 
June | + 2b} +1 4+ 38 eae ae et 
1 nO? ..| — 7 | —10$ — = _— — —_ _ — 
epee ...| —10} aoe —103} —3 —174 | —12} —124 — 53 — 63 
September sep 1 + 1% 4 17 -— 44 —10 | 4+ 24 +30 = 3 = 2 
October af + 4 5 4+ 33 + 64 —1 +23 +6 +3 + 54 
November Pale Stlet Of e950) 4-13) | 10 +5 +5 + 64 + 44 
December a 28 ee le Oe ee 
i 


_ ice index for 1948-51 was obtained by dividing the official estimates at 1948 prices 
into ins Eeenes. at current prices. and this was linked to Interim Index of Retail Prices to 


provide a longer series. 
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Consumption 


Period for Calculation Average percentage excess (+) or 
deficiency (—) due to seasonal 
factors in each quarter 


I II Ill IV 
Food value re ... 1948 111-51 II (C.P.)! —5 + 4 +24 42 
Food volume She Ae * (F.P.) os — 34 +3 + 44 
Beer = mae ... 1949-51 (F.P.) —13 — +16 —3 
Other drink ae ... 1949-51 (F.P.) — 8 —11 —1l1 +30 
Tobacco ... an ... 1949-51 (C.P.) —44 4+ 4 +54 —13 
Rent nate be ... Not corrected 
Fuel and light... ... 1949-51 (F.P.)? +19 —7 —19 +7 
Household goods ... 1948-50 (C.P.) —5 —2 — 44 =+114 
Footwear 2 ... 1948-50 (C.P.) —19 + 6 —i1 +14 
Clothing ... ope ... 1948-50 (CP) —13 + 2 — 6 +17 
Travel ia Soe ... 1948-50 (C.P:) —18 + 3 +24 —9 
Entertainments ... 1949-51 (F.P.) + 34 —24 414 — 24 
Other goods and services 1948 III-50 II (C.P.) —10 + 4 48 +2 
Forces’ income in kind... Not corrected 

Balance of Payments 

Visible Imports ... ... 1947 ITV-1950 III — 3 +5 —i1 —i1 
Visible Exports ... ...Not corrected. (After lagging exports, holiday influences were 


more evenly spread, and the pattern of seasonal fluctuation 
became too weak to be identifiable.) 


* Obtained by dividing a price seasonal pattern (estimated for 1948 III-1951 III) into 
the value pattern. The price pattern was estimated as follows :—14, +4}, —}, —2}. 

1C.P. means that the seasonal factors were calculated from current-price data, F.P. 
from fixed-price data. . 

* The value pattern was estimated by making a slight adjustment for a seasonal price 
movement. : 


A ‘HUMAN NEEDS’ DIET IN NOVEMBER, 1952: 


The inquiry into the cost of a ‘ human needs’ diet in November 1952, 
was of special interest, as several important changes affecting cost andupply 
of foods had taken place since our last survey a little more than 6 months 
earlier.’ Price control had been eased over a fairly wide field and subsidies 
had been curtailed. The meat ration—in terms of outlay permitted per head 
—had gone up considerably and tea had been derationed. Seasonal changes 
had affected favourably the supply and the prices of the most common 
vegetables. In order to assess with some precision the impact of all these 
facts on the cost of a well balanced diet for a family with a very small income, 
exceptionally detailed inquiries were carried out for this present survey in 
several working-class parts of London as well as in a considerable number of 
places in the south-Midlands, during the first half of November.? A check- 
up on the figures thus obtained was taken towards the end of November. 
However, all the main data in this paper are based on the figures collected 
during the first fortnight; but some reference will be made to our findings 
during the later part of the month. 

Already in earlier articles on the same subject we had occasion to point 
out that the de-rationing of certain foods and, with this, the re-awakening of 
competitition amongst retailers had tended to loosen up the general price 
structure, which under the influence of stringent rationing and price control 
had become somewhat fossilized. Slowly, more perceptible relationships 
between price and value began to re-emerge and, once again, make the price 
structure fluid. This process has now advanced to a noticeable extent—in 
spite of the fact that rationing still controls the consumption of many of the 
most essential foods—and the individual retailer is trying his best to impress 
upon the potential customer that he, rather than his near competitor, is 
offering the best value for money. As a result, the discriminating housewife 
can look out for bargains that may represent appreciable savings, especially 
if she has to cater for a fair sized family. Under these conditions it is often 
very difficult to set down a definite unit cost for any specific item. Our 
survey revealed that foods showing no appreciable differences in cooking 
could be bought at prices differing from 3 to 50 per cent, in shops that were 
less than 50 yards distant from one another. Frequently—though by no 
means always—if one food was offered at a lower price by the one retailer it 
was a different food that could be bought cheaper in the next shop. But even 
in working-class districts there are shops practically side by side, the one of 
which offers much better bargains than the other, and it was, indeed, often 
the cleanest looking shop with the most appetizing displays that was selling 
at the most economical prices. ; 

In all the districts visited it was possible to purchase the weekly diet for 


a N, Vol. 14, No. 6. ad 
ener Peanented by working-class housewives and market stalls were visited in: 


Paddington, Lambeth, and Bethnal Green), Abingdon, Banbury, Henley, High 
ae ote Oxford, Reading, Slough, Witney, and Wallingford. 
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TABLE I 
Weekly ‘Human Needs’ Diet for a Family of 5 Persons 
Quantity Price Changes since April 1952 
per Unit? Quantity Cost 
s. d. Sad: 
(a) Rationed Foods : 
1 Meat : Set 5 fb 20? +1 11 0z. +4 2 
2 Bacon 1 9 oz. ss eas re + 3t 
3 Margarine Zip: 3/07, 1 4 ae ES 
4 Cooking Fat 10 oz. 1 6 + 7 
5 Sugar 3 ib 2 oz. 7 + 34 
6 Cheese 5 oz. JA 5 aa + 02 
7 Eggs 5 eggs 44 — 5eggs —7 104° 
Cost of Group (a) He see 23 23 +3 44 
(6) Fresh Milk ; 
8@ Ordinary ia ae 18 pt. 64 shen + 9 
8b School ... aes ts 5 pt. free ge 
Cost of Group (b) br: = 9 9 + 9 
(c) Main Carbohydrate Foods: 
9 Bread ... a pa |) 740 3) 438 was ries 
10 Flour Aan SaaS! 15: 534 +1 bb + 6} 
11 Potatoes pap ~<o)\ 2E8Ib 2s ane — 4 
Cost of Group (c) : ah 17 9 + 
(2) Fresh Vegetables : 
12a Beetroot 1 bb 8 oz. 5 —lib 8oz — i 
12b Carrots 3 ib 8 oz. 4 +2%b 80oz. + 8 
12c Swedes 3 ib 8 oz. 4 —1 hb + of 
12d Cabbage ix soci tetpie: 44 ee — 2 
12e Onions... Se ain 8 oz. 6 = Fi 
Cost of Group (d) soA hs Rand +0 3} 
(e) Other Foods : 
13° Liver ..: 2 — 12 oz. —1 4h 
14a Rhubarb oa —1 ib — 44 
14b Apples... 1 fb 4 +1 tb + 4 
Lday Pease .c. 1 tb 4 oz. age + 4 oz. + 2} 
15b Beans ... 1 ib a —_— 4 oz. + Of 
15c Lentils... af — 4 oz. aes 
‘16 Rolled Oats 2 tb 8 oz. 10 # As 
17a Macaroni 4 oz. Lee — 12 oz. — » 8 
17b Semolina 1 tb 1G Jeane 
18) Rice! Se aio Perla Leb: iy & cls ang 
19 Jam ... ‘doe Ae 6 oz. it — of 
20 Cocoa ... bat eed 4 oz. 11 ~ i 
21 Condiments ... aes ie he 3 
22a Herrings 1tb 8 0z 10 —1b a 9G 
22b Kippers ahs sprt) Mae kD 1 bees, +1 tb 47.0 
23 Dried Fruit ... 550 ee “62 oe 8 oz. <cceiales 
24 Syrup sine ea 4 oz. 108 — 4 oz. — 3 
Zoe Leaner. she Sr, 8 oz. 30 _— a2) ey 
Cost of Group (e) “ee ast 439 —2 at 
Total Cost ... ees SF 63 7} +2 3} 


1 The price unit is: milk, one pint; eggs, one egg: coco tb . i 
total outlay ; all other foods, tb. a ba oe ee 


? Average price of inexpensive cuts. 513 Ib loaf, 74d. 
43 Ib bag, Is. 5d. 57 tb, 1s. 1d. 6 Bought in 2 ib tin. 


i oad 
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5 persons,’ set out in Table I, at a total cost less than that stated by us 
(67s. 744.). However, many women married during the war are only now 
beginning to acquire the habit of discriminating shopping and sometimes 
may have to pay dear for their inexperience. Hence, although for the purpose 
of this paper it is reasonable to assume that the housewife will make every 
attempt to do her shopping as economically as possible, it would be un- 
reasonable to credit her with perfection. The problem, what shall I buy and 
how much of it, seemed negligible over a wide field of food purchases when 
an upper limit was set to them by rationing, while money incomes in many 
families were relatively high and the range of possible non-food expenditure 
very limited. All that is changed now and the number of housewives who 
have to consider every penny before they spend it, is growing: Good cooking 
and efficient shopping are again essential assets for the housewife who wants 
to feed her family satisfactorily, and the smaller her purse the greater can be 
the relative advantages of her skill. With a meat ration in November of 2s. 
per head per week and bacon—another expensive food—rationed at 5 oz. 
per head per week, much depended on the right choice of these two foods in 
making the best of a very limited income. Meat can be a very dear food; but 
it need not be so. Excellent minced meat could be obtained everywhere at 
2s. a lb. and stewing meat at from rs. 2d. to 1s. 4d., while good roasting meat 
was available at from 2s. 4d. to 2s. 8d. Roasting meat is, indeed, in the 
framework of a ‘ human needs’ diet a luxury—but it is a luxury which 
through deep ingrained custom, has become an almost indispensable necessity 
for an enjoyable Sunday dinner. Bacon—measuring its nutritive value against 
its cost—is, at its present prices, an expensive food, whatever cut a housewife 
chooses. In spite of this we have assumed that a family living on a ‘ human 
needs’ level would buy the full ration. In practice, an efficient housewife 
might even find it economical to do this, if instead of making fried bacon a 
breakfast dish, she uses an occasional rasher for flavouring dishes of legumes 
or vegetables, while boiling the remainder of the bacon to make tasty sandwich 
fillings for packed luncheons. Bacon suitable for these purposes could 
frequently be obtained at even less than 3s. 2d. a lb., which is the price shown 
in Table I. On the other hand, a housewife spending unwisely might easily 
have paid over 4s. for a lb. of bacon. Her Sunday joint and stewing meat, 
too, might have cost her far more than assumed by us; but there was no need 
to pay higher prices. Dearer meat would, of course, have meant less meat for 
the family ration, thus either reducing the total content of animal protein in 
the diet or else calling for the inclusion of more of the other foods supplying it. 
In some localities, more could also have been paid for the vegetables 
included in our dietary, though a skilful shopper could often discover them 
at lower prices : carrots and swedes at only 34d. a lb. instead of 4d., cabbage 
at 4d., instead of 43d., and onions at 5d. The dearer vegetables were often 
those that had been pre-cleaned or picked over. These were found to contain 
only very small proportions of wastage, while the figures of nutritive intake 
1 Husband, wife, and 3 children of school age. 
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calculated from our dietary assume very high proportions of such losses : 
35 per cent for beetroot and swedes, 30 per cent for cabbage, and 20 per cent 
for onions.! From several samples we obtained a wastage of carrots bought in 
a clean condition of only about 5 per cent and of sound cabbage of about 
6 per cent. The wastage of swedes and beetroot varied according to the size 
of the roots, the smaller ones yielding a higher proportion than the larger 
ones; in no instance, however, was it as high as 35 per cent, which could be 
attained only by roots of an exceptionally poor quality. All onions were of an 
excellent quality and the wastage ascertained ranged from § per cent toa 
little over 6 per cent. 

It was interesting to note that with the lifting of tea rationing the prices 
of tea blends had tended to go down, although some very expensive luxury 
blends made their appearance at the same time. During the first part of 
November, cheap tea at 3s. a Ib. and less was, in fact, widely advertised in 
many window displays. By the end of November, the dearer blends began to 
take the more prominent place in many shops, probably with a view to 
Christmas purchases and consumption; but for the housewife who wanted 
to buy tea at 9d. a quarter it was available. A few shopkeepers stated that 
their cheapest teas. had been quickly bought up, but the general opinion 
seemed to be that the demand for tea and tea prices will not find a steady level 
until the holiday season is over. 

The much larger quantity of meat available in November—s Ib., as 
compared with 3 lb. 5 oz. in April—permitted the preparation of more 
satisfying tasty dishes, such as meat puddings, stews with dumplings, and pot 
roasts of minced meat. With this, more flour would have been required for 
cooking than in April and, in consequence, less of other starchy foods. We 
have assumed the main reduction to have occurred in the purchase of maca- 
roni. Liver was included in the April dietary on account of its vitamin A 
value, because carrots—which, generally, are the best inexpensive source of 
this vitamin, in the form of its pro-vitamin, carotene—were then scarce and 
dear. In November, however, they were plentiful and cheap, so that no liver 
would have been needed. The seasonal shortage of eggs allowed only about 
one egg per head per week in November, instead of two eggs in April. Nutri- 
tionally eggs are a dear food; but they are a useful stand-by for the housewife, 
if culinary substitutes are scarce. There was, however, a very good supply of 
inexpensive fish, in particular herrings, kippers, and bloaters, which can 
make as appetizing a breakfast or supper dish as eggs, so that, for a healthy 
family, the reduced supply of eggs represented no hardship. For the sake of 
a greater variety we replaced the 2} Ib. of herrings in the April dietar 
1} lb. of herrings and 1 lb. of kippers. ber ae 

It will be seen that in spite of the numerous increases in prices the total 
cost of our dietary rose from April to November by only 2s. 33d., or 34 per 
cent. The Ministry of Labour index of retail food prices showed from mid- 


1 These are the’percentage figures applied for calculating the net iti : 
the Medical Research Council War Memorandum No. 14. : Se a 
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April to mid-October an upward movement of about 4} per cent. (No 
Ministry of Labour figure later than that for October is as yet available.) 
The smaller rise of our figures of cost is, of course, mainly due to the fact 
that our dietaries for April and for November—although for practical 
purposes identical as regards their essential nutritive values—are not identical 
with respect to the weights of their main culinary items, as are the bases used 
for the Ministry of Labour index. But no efficient housewife would attempt 
to buy at all times the same quantities of specific foods; she rather selects 
what she considers will give her the best value for her money, even if there is 
no rationing to compel or induce her to vary the amounts. 

No great changes were found to obtain between the prices early and 
those late in November. in some places, cooking apples tended to be a little 
dearer and cabbage and root vegetables a little cheaper, towards the end of 
the month. At the same time, the 3 lb. bag of plain flour was often offered at 
a halfpenny less than shown in Table I, 7.¢., at 1s. 44d. instead of 1s. sd. 

Table II shows the proportions taken up by the cost of the five food 
groups in Table I and compares them with the corresponding calorific 
and protein values. Regarded only as sources of energy—or of protein— 


TaBLeE II 
Relative Cost and Nutritive Values of Faqod Groups in Table I 


Group (a) Group (6) Group (c) Group (d) Group (e) Total 


% % % %o % %o 
Cost ot. an Sy OSes 153 18} 8 218 100 
Calories... che 314 93 41 14 163 100 
Protein, total 2s 173 16 41 24 234 100 
Protein, animal ... 464 42 —_ — 712 700 


fresh vegetables are obviously dear foods. Their main function in any diet, 
however, is to provide essential vitamins. Indeed, nearly two-thirds of all 
the vitamin A content of the dietary in Table I would be derived from 
carotene (counting three units of carotene as equivalent to one unit of 
vitamin A), z.e., from the 3} lb. of carrots, while the group of fresh vegetables 
as a whole would yield just over 50 per cent of all the vitamin C—tthe 5 lb. of 
cabbage alone yielding almost 34 per cent. In November, potatoes, too, are 
fairly rich in vitamin C, and since they are consumed in substantial quantities, 
are a very valuable source of it; in our dietary, over 40 per cent would come 
from this food. With regard to vitamin C we always halve the figures ascer- 
tained in laboratory tests for vegetables, so as to allow for losses in cooking, 
which for this vitamin can be substantial. In addition to fresh vegetables 
and potatoes, milk is the only food in the dietary which supplies appreciable 
quantities of vitamin C. Vitamin B, is contained mainly in the least expensive 
foods, viz., bread, flour, potatoes, rolled oats, and legumes, which account for _ 
about three-quarters of the total content. It will be seen from a comparison 
of the figures in Table IV of standard requirements and of intake supplied 
by the diet, that the diet would be very rich in vitamin B,. The same cheap 
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foods also represent the main sources of iron, but meat and all fresh veget- 
ables would provide, respectively, 14 per cent and 64 per cent of the total 
amount of this mineral. Over 53 per cent of the total calcium would come 
from the 23 pints of milk, 21 per cent from the bread and flour, and 8 per 
cent from all the fresh vegetables. 

Table III indicates some of the overall changes in the composition of the 
five food groups distinguished in Table I, from April to November. The 


TaBLe III 
Indices of Cost and of Nutritive Values of Food Groups in Table I (April 1952=100) 


Group (a) Group (b) Group (c) Group (d) Group (e) Total — 


Cost Pa a8: 108 1084 1014 106 954 103} 
Calories shit SPE 106 100 105 97 814 100 
Protein, total aS 122 100 105 96 824 100 
Protein, animal ... —_ — 654 102 


most noticeable displacements have occurred in groups (a) and (e), mainly 
through transferring tea from the group of rationed foods to that of unrationed 
foods. Since tea has no nutritive value this was bound to deflate the cost 
index of group (a) and to inflate that of group (e). 

Reference has already been made to Table IV. The figures in this Table 
show that the intake provided by the November dietary was very nearly 
the same as that provided by the April dietary, for the nutrients considered, 
though the intake of vitamin C would have been somewhat lower in April on 
account of the lower vitamin content of potatoes in that month. Our April 


TaBLE IV 
Nutritional Intake from Diet in Table I 


MAEs! of Require- Intake from ‘Human 

Family of ments per Needs’ Diet per MAE 

5 Persons MAE per per Day 

Day April 1952 | Nov. 1952 

Calories , 3.73 3,000 3,100 3,100 
Protein, gm. 4.43 79 842 848 
Calcium, gm. wer 0.8 0.6 0.6 
Iron, mgm. = is 5.40 10 a5 14 
Vitamin A, Intern. Units 5.00 3,000 3,500 3,700 
Vitamin B,, mgm. 4.68 0.90 bay | pay; 
Vitamin C, mgm. 5.00 30 35 48 


1 Male Adult Equivalents. 
®» 314 gm. of this are animal protein. 
$32 gm. of this are animal protein. 


figure for vitamin A, too, is lower than our November figure; this derives 
from the shortage of carrots in April. Nevertheless, this deficiency might 
have been only apparent, for it would not have occurred if not ox liver but 
sheep’s liver had been bought, which contains about three times as much 
vitamin A, weight for weight, as does ox liver. Sheep’s liver was not dearer 
than ox liver but, of course, less common; since, however, the human body 
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stores vitamin A, even an occasional—not weekly—purchase of sheep’s liver 
could have raised the efficient intake substantially. 

We have found that by adapting food purchases to changes in supply, 
the cost of a well balanced ‘human needs’ diet need have risen by only 
about 3% per cent from April to November. Our data of purchases were 
compiled on the assumption that the housewife was a careful shopper and,, 
especially, skilful in making the best use of the increased meat ration and 
basing on it as many substantial meals as possible. It should be clear that 
only a housewife capable of judging the value of a food in relation to its 
price, and knowing how to cook, could have expected to obtain so satisfactory 
a diet at such a relatively low cost. But it seems important to stress once 
again that we have not assumed her to be an expert. Our figure of total cost 
is not based on the absolutely lowest prices ascertained by us. Also, it would 
not be necessary for proper nutrition to obtain every week exactly the items 
set out in our dietary, so long as over a reasonable period the food intake 
approximated to that suggested. For this, no detailed knowledge of food 
values is required but only common sense combined with some attention 
to such widely advertised basic facts as the importance for milk for children, 
of greens and root vegetables for all the family, and of the nutritiousness of 
the tasty and cheap herring. 


T. SCHULZ. 


ERRATA 
BuLietTin, Vol. 14, No. 9 and 10: Earnings and Living Standards in Moscow. 


P. 318: Through an error, a wrong scale of National Assistance rates was 
communicated to us for April 1952. The i tae in Table V should read as follows : 


Single Adult oe 30s. Od. 
Husband and Wife ser ee me 50s. Od. 
Dependants : 
21 years and over... se see 26s. Od. 
18—21 years aes hs os 22s. Od. 
16—18 years Pee ae ser 18s. 6d. 
11—16 years ae ape sa 13s. 6d. 
5—11 years ... Aa an BE 11s. 6d. 
under 5 years nats ve aa 9s. 6d. 
Family with 3 dep. children of school age (including 
family allowance) sas - 84s. 6d. 
“Human Needs’ Diet cost as percentage of allowance for 
family with 3 dependent children me A ee AYE 


P. 323: The footnote should read: ef. footnote 2 on p. 319. 


